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FOREWORD 
Tue Indian Railways were pioneers in the field of Railway 
Statistics, and it is in every way appropriate that this book 
on Indian Railways by an Indian Professor should deal in 
detail with the statistical position of the Railways, and that 
it should found its arguments so largely on the annual reports 
of the Indian Railway Board. For nearly fifty years the 
Indian Government has given us at regular intervals these 
invaluable records which are tabulated in the volumes of their 
yearly reports. Indeed, if one may hint a criticism, it is the 
voluminous character of these statistics which is perhaps their 
“most serious weakness: they are apt to daunt all but the most 
intrepid prospectors. Nor is all the ore of equal value. The 
prospector needs judgment = well as courage if he is to succeed 
in his task. Fortunately Professor Natesan has both these 
qualities in full measure. 

There are difficult problems in front of the Indian Rail- 
ways, and of the Indian Government in their dealing with 
the transport question as a whole. Nothing, one would say, 
could be more timely than an objective review such as Pro- 
fessor Natesan offers to the reader in this work, followed by 
his cautious survey of the problems which will call for solution. 
He has traced with great patience the fortunes of the Indian 
Railways since they emerged from the crisis of the first world 
war and as they are manifested in the annual reports of the 
Government of India over that period; and he has done 
this not merely for the Railways as a whole, but in very full 
degree for each of the Railways individually. 

It is a remarkable record: it may be doubted if any other 
system of railways could present a more complete picture of 
the changes and developments which have taken place in 
railway operations. Certainly the Indian Government cannot 
be said to be secretive or to shun the light of day in the province 
of railway management, and those, like Professor Natesan, 
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who take an interest in the economics of transport may well 
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feel grateful to it for this policy of publicity. 
= Dufing the inter-war period the Indian Railways have 
* seen two booms and two depressions. Whatever may have 
been the alternations of hope and discouragement affecting 
= general railway policy, the operating of the railways shows 
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= steady improvement. Yet expenses have increased heavily, 


and as the years advanced road competition began to make 
increasingly serious inroads on gross revenues. The general 
position of the Indian Railways presents similarities with the 
position of the Railway Industry in other countries : yet one 
may fairly say that they have met their troubles more success- 
fully, and can reasonably congratulate themselves on better 
prospects. But the prospects are sober: cautious opinion 
will hardly look beyond a continued ability to pay the interest 
on the capital which has been invested, or may in«future be 
invested, in the business. | 
Apart from finance, the future holds problems of the deepest 
interest for the Indian Railways. Of all these problems, that 
of ownership and management is the most urgent. India 
has so far handled this question along lines peculiar to herself, 
notably through the development of the government-owned 
but privately-managed systems. That compromise has ren- 
dered good service in the past, but its day is clearly drawing 
to a close. ` It is equally clear that, for good or ill, the future 
lies with state-management. But state-management may 
take many shapes; and for those concerned in Indian Rail- 
ways, the task of the immediate future is to develop that form 
of state management which, in the special conditions of India, 
will give the most satisfactory results. 
The Government of India Act 1935 provides for the cons- 
titution of a Federal Railway Authority, perhaps the boldest 
` venture yet proposed in the new realm of large-scale business 
management in the public interest. All will wish it success, 
but it is clear that no mere formula will solve the problem. 
There are many blank spaces in the picture which need to be 
filled in. What about public control of facilities and charges ? 
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Is an Advisory Committee adequate? What about the rela- 
tions between the Federal Railway Authority and the Pro- 
vincial Governments ? There will be widely divergent interests 
to conciliate. Above all, what about other forms of transport 
—notably road- and air-transport? In these days of rapid 
development, can any scheme of management which takes 
account of one only of these competing agencies, hope to provide 
an adequate solution ? These and similar questions are thought- 
fully and impartially discussed in Professor Natesan’s conelnd- 
ing chapters; and these chapters form perhaps the most 
valuable portion of the book to those whose special interest 
lies in giving shape to the future structure of transport or- 
ganisation in India. The whole problem is indeed one of 
absorbing interest and peculiarly so in India where the field 
to be covered is nothing less than a whole sub-continent. 

= There will be no lack of discussion on the subject. It is 
fortunate that the Indian public, with whom the practical 
settlement must rest, have a wealth of statistical material 
on which to build, and economists capable of handling that 
material. : 


s RALPH L. WEDGWOOD 
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PREFACE 


TWENTY years ago the policy of state management of railways 
was adopted and a convention set up separating railway finance 
from-the finances of the Central Government. This step was 
taken to free railways from the control of the Finance Depart- 
ment and to ensure their administration on commercial prin- 
ciples. The reforms which the Separation Convention enabled 
railways to initiate have had far-reaching effect on their 
finance and administration. The financial solvency of railways 
is of vital concern to the State. For on the ability of railways 
to meet interest charges on capital and the annual tribute—the 
contribution—to the State depends the maintenance of 
the stability of Government's finances. The close interlacing 
of State and railway finance has had other consequences 
under the political system of partial executive responsibility 
to the Central Legislature. Railway finance and adminis- 
tration have aroused considerable interest in the legislature 
and among the general public. Other questions besides those 
pertaining to rail transport intrude into the picture. Foreign 
experience has shown the dangers arising from the close associa- 
tion of the State with the railways, and the consummation 
of complete state management of railways in India, with other 
problems, has brought up proposals to overhaul the existing 
system of control and operation, and the basis of the existing 
convention. Judgement on the adequacy of these to meet 
the problems of the present and the future must rest on the 
conclusions reached. on the character of railway working and 
administration since 1924. - 

- The present study was undertaken to assess broadly the 
results of state management of Indian railways during 1924-37. 
The dates present a distinct phase in our railway history : in 1924 
railway finance was separated ; and in 1937 occurred the separa- 
tion of Burma and with it, of the Burma Railways. As the period 
covers six years of prosperity and seven years of depression, 
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i “it affords an ———— of examining how the system reacted 
* to good and bad years. The temptation to include the period 


since 1937 was great, but it was resisted for two reasons. During 


E =” 1937-9, excopt for a slight improvement in the net receipts 


and the resort to the moratorium, the situation was essentially 
the same. Further, the separation of the Burma Railways 
affected the comparability of the total figures with those of 
the earlier years. Secondly, the inclusion of the war period 
since 1939 appeared at the time of writing inadvisable and 
premature. The reference to the war in all the chapters but 
the last two is to that of 1914-8 and the terms ‘pre-war’ and 
‘post-war’ should be understood accordingly. 

The work attempts a critical review of the working of the 
Separation Convention, which essayed the task of reconciling 


state management with commercial principles of operation. 


The facts brought out in the course of the study invite 
attention to defects in the system as it has worked. These 
have to be removed, if the intentions of the convention are to be 
fulfilled in fact. The experiment of state management as 
regulated by the convention is on trial and the fact that dangers 
commonly associated with direct operation were in the main 
averted in the past offers no assurance of immunity for the future. 
The evidence developed in the following pages suggests the 
need for counteracting certain undesirable features to be dis- 
cerned in the existing system of state management | of railways. 
The revision of the convention is already under way and schemes 
of post-war railway rehabilitation and reorganization are under 
consideration. Decision on these matters cannot be arrived at 
without a correct appreciation of the problems to be met. 
The conclusions reached in respect of some of these will, the 
author ventures to hope, be of value in discussing the merits 
of the proposals designed to -secure the operation of railways 
under state management with economy and progressive 
officiency. 

.This is probably the first attempt to treat railway finance 
for the inter-war: period in all its aspects. The detailed exa- 
mination of the individual railways has brought into clearer 
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focus not only their financial status, but also the comparative 
performance of the state-managed and the company-managed 
railways. It has shown the inadequacy of the existing system 
of financial control by the Railway Board and underlined the 
_need for certain radical changes. The financial reforms carried 

out during the period raised questions of principle which have 
been discussed in detail in the light of approved practice in 
other countries. On these and other topics, some fresh ground, 
the author hopes, has been broken. 

The story of railway operation and performance is essentially 
one told by statistical analyses. Changes in principle and 
' procedure, quite frequent during the period, vitiate the com- 
parability of figures, but some approach to fair comparison, 
it is hoped, has been reached in the tables accompanying the 
text. Every care has been taken to check both the basic 
data and the analytical tables. 

The principal sources of information for this work are the 
annual reports of the Railway Board. The information con- 
tained in Volume II of these reports supplied the basic data 
for most of the tables. Besides these, there are the proceedings 
and reports of the standing committees of the Central Legis- 
lature and the reports of the expert committees appointed 
by Government to investigate specific aspects of railway finance 
and working. To all these acknowledgement is made in the 
course of the work and in the bibliography. 

For the interest manifested in the work, independently 
undertaken. by the author, and sustained encouragement to 
complete it in its present form, he expresses his gratitude to 
Dr. J. P. Niyogi. 


7 L. A. NATESAN 





ice received from his esteemed —— ——— 
— Sutherland, and Mr. Hubert E. Wouters of Capital, in 
looking through the typescripts and proofs. To Mr. H. 
Stanhope, Superintendent, East Indian Railway Press, his 
obligations are equally great, for giving freely of his expert 
knowledge on typographical style and his generous help in 
looking through the proofs in all stages. The Capital through 
its Editor has afforded over some years opportunities to put 
_ forward some of the writer’s views before its critical readers. 
To many other friends who must remain unnamed, he is duly 
grateful, for without their technical knowledge and judgement 
from which he benefited on various topics, the work would have 
been incomplete. The Superintendent and staff of the Calcutta 
University Press deserve special mention for printing the book. 
at a time of great war-time strain and difficulty, and accommo- 
dating the author at every stage. E 


L. A. N. 
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THE INDIAN RAILWAY SITUATION DURING 1920-4 


The problem of state versus company management, 1. The comparative 
route milage of state-managed and company-managed railways, 2. The 
true status of the guaranteed companies, 4. 

ts of the war on Indian railways, 6. Appointment of the Controller 
“A anes — the priority certificate system, 8. Conditions during 

Demand for state management, 11. Acworth Railway Committee, 13. 
Findings on the policy of state-management, 14. Observations on the 
inadequacy of transport facilities, 16. Effects of the financial policy of 
Government, 18. The shortcomings of the organization for control, 20. 

- Railways and their customers, 21. . F 

The Railway Finance Committee on the separation of budgets and rehabilita- 
tion, 21. The Retrenchment Committee. Criticism of the financial 
results and of the program revenue expenditure, 24. Administrative 
reforms, 27. 

Separation of railway finance, 28. 


THE political and economic developments in India after the 
Great War marked the beginning of a new era for Indian 
railways. On the threshold of the twenties great expectations : 
were aroused by the prospect of political reforms bringing with 
them substantial elements of responsibility to the new Indian 
legislatures. As the State had a major financial interest in 
Indian railways, the emergence of executive responsibility 
to the Central Legislature under the new constitution affected 
the administration of the Railway as well as the other Depart- 
ments of the Government of India. Even more far-reaching 
in its economic effects was the policy adopted in regard to 
railway operation : the policy of state acquisition and manage- 
ment of the State-owned railways initiated at the instance 
of the Indian Railway Committee, 1920-1. To understand 
the subsequent developments in their correct economic and 
political perspective, it is necessary to keep in mind the railway 
situation in 1920. 

The question that dominated all other issues at the time 
was that. of state versus private operation of railways. 
It may be observed that the problem was not that of state 
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versus p rote ership, as state owne ren 
an the ext ent of six-sevenths of t —— milage. 
But this state ownership was divorced from state | operation 
—— — of the policy followed for quite a number of 
ye urs of leasing the majority of the State-owned railways to 
fe worked by private companies. The ownership of the 
ES : different lines constituting the Indian railway system and the 
wi actual milage operated by different agencies during 1920-1 
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e were distributed as follows : 

4 ‘a Milage owned Milage worked 

, | Govan (including provin- 26,889 8,929 

* cial governments and district r 

¢ A boards) - 
Indian States l 4,394 . 2,889 
Private companies 5,746 25,211 

Total 4 37,029 37,029 


The systems worked by the Government of India were the 
= North-Western Railway, the Eastern Bengal Railway and 
-= the Oudh and Rohilkund Railway.! The railways worked 

by the Indian States formed the smallest group of all and 
varied from the 1,356 miles of the Jodhpur and the Bikaner 
Durbars to the 37 miles of the state of Cutch.* The largest 
of the groups was the company-worked milage. The com- 
panies in this group worked both the State-owned railways 
and their own (privately-Owned) railways. The magnitude 
of the privately operated Jines may be judged from the following 
table showing the number of companies, their domicile and 
the total milage worked : 


+ 


i Tho milages of these systema wero respectively 5,620, 1,738 and 1,609. In this 
group were also included two tiny railways—the Jorhat (Prov inini) Railway (33 miles) 
and the Aden Railway (29 miles). 

* There were twelve Indian States which operated railways whose respective milages 
during 1020-1 were as follows : 


State Milage worked State Milage worked * 
1) Jodhpur : (7) Junagad 141 
—9 Bikaner z 1,366 (8) Morvi 03 
3) Mysore I (9) Udəsipur 7 
4) Gwalior 250 (10) Navanagar 5 
8 Gondal 231 (11) Dholpur 52 
us (6) Bhavnagar “u 217 (12) Cute a7 


Source: Railways in India Administration Report 1920-1, Vol. I, p. 7 
> 





(1) 
(2) 
(3) 
(4) 


(5) 
(6) 
(7) 
_ (8) 


(9) 
(10) 


(11) 


(12) 
(13) 
(14) 
(15) 
(16) 
(17) 


(18) 
(19) 
(20) 


(21) 
(22) 
(23) 
(24) 


The details set forth above indicate 
state ownership had long ceased to be a live issue. 
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Company 
- State-Owned 
Assam Bengal Railway 
Bengal and North-Western Railway 
Bengal Nagpur Railway 
Bombay Baroda and Central India 
wa 
Burma Raliwnys 
East Indian Railway 
Great Indian Peninsula Railway 
Madras and Southern Mahratta 


ilway* 
Rohilkund and Kumaon Railway 
South Indian Railway 
Private-Owned 
H.E.H. The Nizam’s Guaranteed 
State Railways 
Messrs. Martin & Co., Ltd. 
Messrs. McLeod & Co., Ltd. 
Bengal Dooars Railway 
Darjeeling Himalayan Railway 
Barsi Light Railway 
Assam Bengal Railways and Trading 
Company 
Guzerat Light Railways 
Bengal Provincial Railway 
East India Distilleries and Sugar 
Factories, Ltd. 
Dehri Rohtas Light Railway i 
Tezpore-Balipara Light Railway 
Madaya Light Railway 
Jagadhri Light Railway 


Domiciled in 


England 
India 
England 


India 


"TABLE 1. COMPANIES OPERATING RAILWAYS IN 1920-1 


Milage worked 
1,021 
2,063 
2,843 
3,933 


2,770 


146 
118 
91 


s9 
42 


32 


24 

20 

16 
3 


3 


that the problem of 
In 1920, 


the Government of India, for example, already owned 73 


por cent of the total railway milage of the country. 


If 


the lines owned by the Indian States are excluded, the private 
companies accounted for only 15 per cent of the total milage. 
In spite of this predominant state proprietorship, the Govern- 
ment operated only 21 per cent of the railway systems, whereas 
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as: companies, despite their limited ownership of only 15 p 
$ - cent of the lines, worked nearly 70 per gant of the total railway 
| milage in India. 


~% Č. THE TRUE STATUS OF GUARANTEED COMPANIES 
3 The companies operating railways in India were not private 
: enterprises in the true sense of the term, and their interest 


in the undertakings was not comparable to that of ordinary 
joint-stock enterprises in the country. With a nominal capital 
outlay and guaranteed interest thereon, they were only managing 
_agencies working under the strict regulations and conditions 
imposed by the Government of India. It is essential to bear 
these facts in mind before proceeding to examine the post- 
war developments. Stated briefly, the companies which con- 
tributed one-tenth of the total capital outlay of the railway 
systems were given control over properties ten times that 
value and were guaranteed besides a minimum rate of interest 
on their investment, varying from 24 to 4 per cent. 

That this position was not entirely of the companies’ own 
seeking is clear from the history of Indian railways. On the 
expiry of the original contracts of the companies, fresh contracts 
were made constituting new companies and this resulted in 
altering the relative position of the companies. The old 
companies had owned the railways they worked ; but the new 
companies were not owners of the undertakings they managed, 
Further, in apportioning the.capital, the State had been appro- 
priating the goodwill developed in the course of years. Thus: 

‘The Secretary of State's share, on which his proportion of the surplus - 
income is based, does not necessarily represent the actual cash investment. 
Some part of it is merely a capitalization of the goodwill created under 
the original contract by the joint efforts of the owning company and the 
guarantecing Government, The proposition was worked out in this way ; 
the Government acquired the undertaking of a given company for, say 
£1,000,000. The undertaking had been earning on the average of the last 
five years a net revenue of £100,000. In other words, capitalized on a 
«5 per cent basis the property was worth £2,000,000. When it came to 
fixing the respective capital of the two parties to the new contract, on the 
basis of which the surplus profits were to be divided, the Secretary of State's 
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capital was assumed to be not the £1,000,000 cash which he had paid, but 


the £2,000,000 which the asset was regarded as worth; while the amount 
put in by the company was taken to be not more than the cash capital 
which its shareholders subscribed. In a word, the Secretary of State 
acquired the property out and out, and the goodwill, realized by the joint 
efforts of the old company and the owning Government, passed with the 
physical assets. The new contract was given to a company which, though 
it-had the old capital, the old directors and the old shareholders, was regarded 
as a new company starting de novo with no inheritance of the goodwill 
partly due to its former efforts.” 


The shareholders of the guaranteed railway companies 


also occupied a position different from that of ordinary share- 


holders. Their interest in the surplus profits varied from 
1/20 in the case of the Great Indian Peninsula Railway to 


12/35 in the case of the Burma Railways. Whatever their 


capital investment or interest in the surplus profits, they had 
one peculiarity in common, namely, that the sharehglders 
had no share of the assets of the undertaking. This unusual 
feature in the case of the shareholders of the guaranteed com- 
panies also affected the debenture holder.* 


3 Report of the Indian Railway Comundtee hereinafter referred to as the Acworth Com- 
mittee, 104, pp. G1-2. The point was clearly illustrated by the East Indian Railway, 
which, the Report stated, ‘is not, in the ordinary sense of tho word, a railway company 
at all. Not only does it not own a mile of the ———— a singlo engine, but it is not 
joint owner to an infinitesimal extent of the East Indian Railway undertaking. The 
East Indian Railway belongs, lock, stock and barrel, to the Government of India. If, 
on the termination of the latest contract in 1924, the Secretary of State declines to 
renew the contract, the company merely expires. It hardly seems to need to be wound 
up, for it will possess no assets." para 196. 

4 The position of the debenture holder was summed up by the Acworth Cormrmuttee 
in the following terms: ‘His socurity—the guaranteo of the Secretary of State—is 
doubtless ample ; but it is not what it would naturally be supposed to be. Normally 
a debenture holder has a charge on the undertaking to which ho lends money, and can 
enforce his rights either by the appointment of a receiver or by foreclosure and sale. The 
debenture holder of an Indian railway has nò such charge. The company to which he 
lends monoy is mot the owner of the undertaking ; he has only a personal contract with 
the owner of the undertaking, the Secretary of State. What happens is this. The pros- 

of all the debenture issues that wo have soen state that the monoy is ‘required for 
the general ooh eens of the company.” “The subserptions are actually paid into the 
Bank — * . by or on behalf of the company, to the credit of the Secretary of State. 
If the company is in debt tot he Secretary of State for advances, these advances are writton 
down in his books by the amount of the now issue, but the actual cash received remains 
in his possession. A witness described the procedure to us by saying that the Secretary 
of State acts as, in a sonso, banker to the Company, Seeing that the Secretary of State 
holds the mone in his own name; that the company have no power to touch it without 


his consent; that, in fact, ho frequently applies it to expenditure on another railway ; 


and that, even on the undertaking of the issuing company, the money can only be spont 
when and to such an extent as tho Secretary of State permite, and on works which he 


approves, it does not seem to us that the uso of the term “banker” is really helpful in 


understanding tho actual facta of tho case.’ (para 105, pp. 62-3.) 


. 
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) The part which the present guaranteed companies subsequent 

to the date of their formation have played in financing the 
= Yailways appears, through no fault of their own, to have been 
quite unimportant. Both Sir Thomas Robertson in his report 
of 1903 and the committee presided over by Sir James Mackay 
(later Lord Inchcape) in’ 1908 recommended that the com- 
panies should be allowed to obtain a large interest in their 
undertakings. But the Secretary of State steadily refused 
to accede to the suggestion. The preponderant interest which 
- Government acquired in the railways, as a result of this policy, 
was a weighty consideration in deciding on state management. — 

Somé of the problems which faced Indian railways in 1920 
were the heritage of the war. Before discussing the situation 
in 1920-1, a brief reference may be made to the effects of the 
war on the rail transport system. 


EFFECTS OF THE WAR ON INDIAN RAILWAYS 


The war left on Indian railways the effects of its enormous 
economic and financial. strain. Thanks to the stimulus 
imparted by the Mackay Committee, Indian railways had, 
from 1908 onwards, enjoyed a period of expansion. The 
immediate effect of the outbreak of war was to arrest the 
process of growth. With the increasing preoccupation of 
the Government with the war during the succeeding years, 
the flow of funds towards railway development dried up. 
Meanwhile the railways were called upon to undertake the 
transportation of troops, material and supplies at short notice, 
and, besides, to meet heavy demands for staff and material 
for railways in East Africa, Mesopotamia and elsewhere. 
Railway workshops diverted their resources to the production 
of high .explosive _ shells, hospital trains and other war 
equipment. That ‘was not all. The expeditionary forces 
were supplied with railway materials. The metre gauge rolling- 
stock and permanent way materials supplied up to 31 March 
1916, amounted to 50 locomotives, 600 vehicles, 165 miles 
of rails and fastenings, and  half-a-million sleepers. Large 
quantities of stores anad tools and plant of all kinds necessary 
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for the construction, repair and working of railways were also 
= provided by the broad and metre gauge railways.° 
-As the war progressed these demands and supplies naturally 
increased. The responsibility for providing staff and materials 
for the construction and working of military railways in the 
East fell entirely on the Indian railway system. The strain 
of the increased traffic became so heavy on some of the larger 
railways that they were compelled to ask for the return of 
the men spared for the war. By the end of 1917-8, ‘the metre 
gauge lines had ‘given up so many units of locomotives and 
goods stock that any further considerable call on them would, it 
was recognised, in spite of the reduced passenger train services, 
endanger the interior economy of the country and the efficiency 
of the Indian railway system as a line of communications for 
the overseas forces."* 
There were other developments. The difficulty of obtaining 
shipping and the diversion of coal traffic to rail, and the 
transport of fodder required to meet the fodder famine in 
Rajputana and the Punjab, made particularly heavy demands 
on rolling-stock. Though the famine area was mostly served 
by the metre gauge railways, the congestion reacted on the 
broad gauge railways as well.? As the war progressed the 
pressure on railways was gradually intensified by the heavier 


5 Railways in Intia Administration Report 1915.6, Vol. I, p. 5. 
6 Railways in India Administration Report 1917-8 Vol. I, p. 4 Also Cf., 
‘The resources of Indian railways have beon employed in a multiplicity of ways 
in moeting overseas damands. Various railway administrations have contributed directly 
to the several overseas theatres of war, large numbers of metre gauge and 2 6” gauge 
locomotives and vehicles, and have also set free a large milage of track. A large quantity 
z of yails destined for ordinary maintenance of railways in Indis from the works of the 
Tata Iron & Steel Company has also been diverted to overseas military railways. To- 
gether with the stook and track referred to above, they provided plant, equipment and 
.. personnel ; and their stores organizations woro extens vely employed on the purchase 
of materiala for supply to expeditionary forces. Their workshops undertook miusecel- 
laneoua manufacture such as clothing, tent and picketing gear, hospital furniture, ambu- 
lance trains, armoured cara and rail motor ambulance vehicles.” Railways in India Ad 
ministration Report 1916-7, Vol. I, p. 5. 

In the following year it was stated: “Very great assistance has been given by rail- 
ways not only in constructing hospital trains, ambulance cars and new goods stock for 
military railways, but also in supplying for military purposes all manner of transport 
and other ACOCEORSOTIOS euch as pontoons, portable huts, transport carte, aeroplane parts, 
harness and saddiery, camp furniture, cote. It may he mentioned in order to give some 
J idea of the magnitude of these o rations that one workshop on the North-Weetegn 
Ts Railway has supplied numbers of auch articles (individually small) to the value of 45 lakhs 
F ofr © Railways in India Administration Report 1917-8, Vol. I, p. 4. 
ine 7 Railways in Imedia Administration Report 1915-0, Vol. I, p. 2%, 
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ds of the Admiralty. Fresh difficulties arose in connexion 
supplies from collieries, which fell into arrears in_1916-7 
3 due to sickness among labour. The cartying capacity was 
= sought to be increased by the introduction of a system allowing 
of the indiscriminate use within the coalfield districts of wagons 
belonging to any railway,” which avoided delays involved in 
the sorting, allocation and marshalling of rolling-stock according 
to ownership under the old system. Towards the end of the 
financial year 1916-7 and for some weeks thereafter, ‘the 
difficulties in regard to the movement of traffic were further 
accentuated by the heavy demands made on behalf of Govern- 
ment for the transport of wheat and other essential food grains 


for export to the United: Kingdom.”* 


* 


Hye JF 


PRIORITY CERTIFICATE SYSTEM 


These complications regarding the movement of traffic 
necessitated the appointment of a Controller of Traffic in 
June 1917. His duties were : 


‘to advise railways as early as possible of anticipated heavy traffic 
and to instruct them when any traffic should be restricted or held up to 
permit of more urgent traffic being carried ; to divert traffic from one or 
more routes to others in order to quicken transit or remove congestion ; 
to divert wagons temporarily, if necessary, from one railway to another ; 
in short to take such steps on behalf of Government as will result in the most 
economical use of the limited transport available on railways and to control 
traffic over railways in the best interests of national and general purposes.” 


In view of the exigencies of war finance, a drastic reduction 
of expenditure on works programs became imperative. Not 
only did this interfere with the completion of new works in 
progress; the programs of renewals were also upset. In 
almost every case renewals of the permanent way were cut 


® Railways in India Administration Report 1916-7, Vol. I, p. 22. Cf. “The pressure was 
esvers on the metre gaugo route to Karachi, which was met by a diversion of the traffic 
in excess of the capacity of that route to the broad gauge route, and on the Great Indian 
Peninsula Railway, which was obliged to stop the hooking of public traffic for considerable 

oda in order to ny the urgent military and other essential traffic. This was the 
position on the Bengal Nagpur Railway too in regard to traffic vin certain junctions, 
artd similar heavy rictions on public traffic had to bo imposed on certain sections 
of the Madras and Southern Mahratta Railway and from time to time temporarily over 
the Bombay, ——— Central Indian and several other railways,’ 

> Ibid., pp- 22- F 2 a ~ 
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down while renewals of rolling-stock were even more severely 
curtailed, owing to the impossibility of obtaining raw material. 
The deficiency was attempted to be made good by purchases 
from America, ‘but the adverse exchange and the drain on 
the financial resources of Government: precluded Indian rail- 
ways from obtaining supplies from that country to any appre- 
ciable extent. The railway administrations were therefore 
unable to obtain the supplies necessary for their adequate 
maintenance. The Railway Board pointed out : 


‘It was impossible to obtain rolling-stock either for additions or renewals, 
while boilers long overdue for replacement had perforce to be kept in service 
at the cost of an increased consumption of materials for repairs. The 
shortage of shipping had diverted a large volume of traffic from the sea 
to the rail route. Railways therefore were faced with an abnormal demand 
for traffic facilities at a time when additional equipment was unobtainable 
and facilities for repairs were curtailed. These difficult conditions led to 
the adoption of ingenious devices for the re-utilization of old materials, 
and to a relaxation in accepted standards of wear."*" 


This situation led to the restriction of passenger services 
in order to reduce the demands for materials required for the 
maintenance of locomotives and rolling-stock and to conserve 
the available locomotive power for the carriage of military 
and other essential traffic.'2 The result of this policy is reflected 


ið Puihoays in India Administration Report 1915-6, Vol. I, p. 29. The Report statos 
elaewhere : “The supply ef materials for railways became more and more difficult, To 
make available for work of greatest immediate importance as much as possible of the 
essential raw materials and also of the labour usually employed in converting these mate- 
rials into articles used, by railways, it became nocessary to restrict supplies to each rail- 
way to the minimum necessary for the upkeep and working of its system. The [milin 
Oftico wore required by the Ministry of Munitions to certify to the nocetsity of the supply 
to Indian railways of any articles which involved any interference, direct or indirect, 
with the manufacture of munitions of war, frequent telegraphic references to the Govern: 
ment of India resulted and an arrangemont was therefore come to that all indents, which 
railway administrations in India desired to transmit to tho United Kingdom should 
bo scrutinized by tho Railway Board before thoy loft India, In examining these indonte 
the Railway Board take into consideration the necessity of obtaining the materials as 
indicated by the stocks held by railways and the rato of consumption; the possibility 
of obtaining supplics from stocks in India and the possibility of manufacture in whole, 
or in part, in India. Similarly, application has to be made to the Railway Hoard by 
private firms when they dosire assistance in obtaining from the United Kingdom material 
roquinja to onablo them to comply with any railway order.” In conclusion, it was added, 
there is overy indication that it will prove eatisfuctory ; but unfortunately the quantities 
of material which the Ministry of Munitions can make available for Indian railways are 
not always equal to tho aggregate demands to moot essential requirements. It has, 
therefore, been necessary to arrange for a distribution of as much material as is available 
in such a way as will cause the minimum loss of efficiency." Ibid., p. 41. 
ll Railways in India Administration Report 1916-7, Vol. I, p. 27. 
1? A moeting was held carly in Decombor 1916 betwoon tho Railway Board and tho agents 
“and manogers of the principal railways, me n result of which ‘Certain mail and a largo 
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; in the reducēd train milage owing to the decrease in train 
services. The railways operated in 1917-8 only 44,407,000 


train miles as against 55,972,000 train miles in 1913-4. To 


check further demand on the lowered capacity, fares were 


raised with the object of restricting travel. 

Throughout the year 1917-8, Indian railways were affected 
by the three factors mentioned above, namely, restriction of 
funds, the difficulty in obtaining materials for the proper 
maintenance of works and rolling-stock, and the congestion 
of traffic caused by the diversion of coastal trade to the railways 
and the perpetual movements of troops, military stores and 
supplies. The military demands proved so urgent, that the 
Government, in view of the impossibility of obtaining new 
permanent way materials for renewals, had to dismantle over 
420 miles of open lines in different parts of the country.” 

The problem of the congestion of traffic took an acute turn. 
When it was found impossible to move all traffic offering, a 
list was drawn up of commodities in order of priority to act 
as a guide to the railway administrations as to the order in 
which they were to dispatch the different classes of traffic. 
Tncrease in local traffic on account of greater demand from 
the Admiralty and railways, frequency of military move- 
ments, and conveyance of supplies and stores, monopolized 
the railways’ transport capacity to such an extent .as to leave 
hardly more than 20 per cent of the rolling-stock for the 
conveyance of ordinary public traffic. After a comprehensive 
review of the situation by the Controller of Traffic, during 
1917, a Central Priority Committee was constituted with 


number of passenger trains were abolished, all possible moasuros boing adopted to mini- 
mise the inconvenience caused to the public who are obliged to travel by making up to 
the maximum permissible the loads of trains left on, and by reducing the upper class 
accommodation and replacing it by third class.” Tho reductions of the first four months 
aggregated 22 per cent of the passenger and the mixed train milage as compared to the 
corresponding period of the previous year. ‘Instructions were also issued to restrict 
everything in the nature of luxuries, such as restaurant cara and reserved carriages) whor- 
ever this could be done without oe disadvantages outwoighing the advan to 
be g ` Similar restrictions were also imposed on pilgrim featival to 
r anye y delay to goods stock. Railways in India Administration Report 
i . o » P- : 

The whole of the Sutlej shen, Fiind and small portions of the North-Wostern, 
East Indian, Madras and Southern tta, and Oudh and Rohilkund Railways were 
dismantled, Railitays in India Administration Report 1917-8, Vol. I, p. 19. 
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representatives of different interests such as the military, 
shipping, munitions, agriculture, commerce and industry, as 
authority to decide on priority in the movements of traffic. 
Traffic was divided into ‘urgent,’ ‘preferential’ and ‘ordi- 
nary’ and each of these was again subdivided into ‘military’ 
and ‘civil.’ Directors of civil supplies and the priority 
certificate system ‘helped to reduce the volume of the 
urgent and preferential traffic to the minimum and thus to 
increase the margin of transport capacity for ordinary 
traffic. 

These special measures were withdrawn gradually on` the 
termination of the war, and the Controller of Traffic and the 
central priority certificate system were abolished in 1919-20. 
Meanwhile the accumulated arrears of repairs and the deficiency 
of rolling-stock became so serious as to render ‘imperative 
a supply of 100 locomotives from Great Britain almost as a 
war measure, and 5,000 wagons were obtained from the 
United States. | 

To conclude. The Indian railways emerged from the war 
period in a battered and dilapidated condition. The physical 
equipment was in a state of serious disrepair. The railways 
were short of stock and many locomotives were long past the 
age of superannuation ; workshops deficient in materials and 
disorganized with war work; yards so overcrowded as to 
be incapable of handling increased traffic; speeds reduced 
owing to the worn-out track and ageing girders. The damage 
was extended even to the personnel, as a large number of 
officers, subordinates and other employees were released for 


. military employment. It was patent that a complete rehabill- 


tation was imperative if the railways were to undertake their 
normal functions. 


DEMAND FOR STATE MANAGEMENT 
The period just reviewed was pregnant with other develop- 
ments of far-reaching importance. The pronouncement ®t 
5 


: u The Army Council's sanction was needed to put through tho order for the supply 
n . 


X E in the passage through Parliament of the Government of India 
8 Act, 1919, profoundly modified the position of the Indian rail- 


* 
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= ways vis-a-vis the Government. The constitutional changes 
-~ increased the powers of the Central Legislature and its control 
of Government policy with reference to the Railway as to 
= the other Departments. The inauguration of the Montagu- 


Chelmsford Reforms was looked forward to with expectations 
of securing better conformity to general public opinion in the 
administration of railways. Indian opinion on the question 
of state management of railways was unanimous and the 
demand for state management was reinforced both on political 
and economic grounds.'® In 1910, 1912 and 1913, the question 
of policy was raised in the Imperial Legislative Council during 
the budget discussions and through interpellations, and in 
1914, 1915, 1917 and 1918, resolutions were moved urging 
the appointment of a committee to inquire into the desirability 
of adopting direct state management.’ In the mean time 
official opinion had also to some extent definitely identified itself 
with the move fot state management.!? The expiry of the con- 
tract with the East Midian Railway Company in 1919 presented 


16 A typical instance of the altitudo on this quéstion may be quoted from Gokhale's 
sproch in the Imperial Legislative Council during the budget discussions fort 1010-1 ; 
‘I think it would be very desirable if State railways were managed by the State instead of 
their being managed by companies. I know that. this is a question about which there is 
a difference of opinion, but apart from other things—whether the thing would bo imme- 
diately more costly or loas costly, on that L have heard two opinions—there is ono distinct 
advantage which I claim for this, and that is that in the end state management will bo 
more economical. You compare tho ordinary public works list—the porsonnel of the 
public works offices with the personnel of railway offices. Throughout you will find 
a practical exclusion of Indians from the highor ranks of the railway service. | 
in the Publie Works Department, a considerable proportion consists of Indians, in tho 
railway sorvice it is only here and thore that you find an Indian; for the most 
Indians are carefully shut out. Now, if all thea’? railways were i by the 
Government, the Government would, in the first place, be more sympathetic with our 
aspirations than boards sitting in London, and secondly the Government would be more 

ive to any pressure of opinion put upon it. The boards being in London, we may 

smy what we like, they go on doing what they ploase, and the agents here must oboy 
their director there. Therefore, as long as the management is in the hands of companios, 
the exclusion of Indians from the highor ranks of the railway service must continue, 
whereas if the roanagement wore to pass over to the Government, there would be a more 
stemiy employment of Indians in the higher ranks of the service, and this in due course 
is bound to lead to kroater ceonomy in the managemont of, railways." Speeches of Gopal 
Kfishna Gokhale, third odition, Natesan, p- S08, s 

16 N. Sanyal, The Devtlopment of Indian Railways, 1930, p. 221. 

V In reply to a Railway Board's circular, tho Governmonts of Bombay, Madras and 
Bengal replied in favour of state management. Op. cit, Sanyal, p. 222. . 


1917 regarding the conferment of responsibility for the admini- 
stration of India and the subsequent developments culminating 
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n opportunity for testing the intentions of the Government 
of India. The opinion of Government appeared to favour 
the termination of the existing system and a, transference of 
control to an Indian company. Failing this, the State would 
assume direct management of the East Indian Railway. To- 
wards the close. of 1917, the Secretary of State gave notice 
for the termination of the contract with the East Indian Rail- 
way Company. 


ACWORTH RAILWAY COMMITTEE 


The decision necessarily had a profound effect on the policy 
with reference to the other companies as well. The importance 
of deciding the policy once for all was clear, as the contracts 
with -some other companies were due to expire within a few 
years. The Secretary of State for India therefore appointed 
the Indian Railway Committee in November 1920, with Sir 
(then Nr.) William Acworth as chairman, and renewed the con- 
tract with the East Indian Railway Company for a period of 
five years. The committee’s terms of reference were : 

(1) to consider, as regards railways owned by the State, the relative 
advantages, financial and administrative, in the special circumstances of 
India, of the following methods of management : 

(a) direct state management ; 
(6) management through a company domiciled in England and 
with a board sitting in London ; | 
(c) management through a company domiciled in India and with 
a board sitting in India; and 
(d) management through a combination of (b) and (c); 
and advise as to the policy to be adopted as and when the existing contracts 
with the several railway companies can be determined. 

(2) to examine the functions, status and constitution of the Railway 
Board, and the system of control exercised by the Government of India 
over the railway administration and recommend such modifications, 
if any, as are necessary for the adequate disposal of the railway business 
of Government ; 

(3) to consider arrangements for the financing of railways in Ind¥a, 
and in particular the feasibility of the greater utilization of private enter. 
prise and capital in the construction of new lines ; 
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| (4) to report whether the present system of control by Government. 
i of rates and fares and the machinery for deciding disputes between rail- 
ways and traders are satisfactory, and if not, to advise what- modifications 
are desirable ; and | 
(5) to make recommendations that may seem germane to the inquiry. 


The recommendations made by the Indian Railway 
Committee were so comprehensive and their effects on sub- 
sequent policy so far-reaching that a detailed reference to the . 
report of the committee is necessary to appreciate the character 
and implications of the developments which followed, The 

. committee was remarkable for the experts it contained." 
It took evidence both in London and in India, sitting for fifty 
days and examining 142 witnesses, besides receiving written 
statements from: them. The report was published in Sep- 
tember 1921. After a review of the railway situation the 
committee found that on the question of management, any 
reversal of the present policy in the direction of the English 
domiciled companies acquiring greater control and increasing 
their share capital 

‘would meet with strong opposition from a large body of the public 
in India. We cannot, therefore, recommend the adoption of that course. 
Moreover, an overwhelming majority of the witnesses who appeared before 
us in India, whether individually they advocated state or company manage- 


ment, urged that the time had come when the control, both financial 
and adminjstrative, of the Indian railways should be transferred to India,’ 


Despite all the advantages of the London boards, - the 
committee argued, . 


‘conditions in India have changed so greatly in the last few years, 
and are changing so rapidly at this moment that whatever may have been 


IS The committee consisted of (1) Sir William M. Acworth, Chairman; (2) Sir 
Henry P. Burt, K.C.LE., Prosident of the Indian Railway Board (1014-5), Director of 
the Indian Railway Companies, India Office (1915-9) ; Chairman of the Bengal and North- 
Western, and the Rohilkund Kumaon Railway Companies; (3) Sir Kajondranath 
Mookerjeo, K.C.LE., of Calcutta ; (4) Sir Arthur R. Anderson, C.LE., C.BLE., Prosident 
of the Indian Railway Board, 1919-20; (5) Sir Goorge C. Godfrey, Agent, Bengal Nagpur 
Railway Company; (6) The Hon. Mr. V. S5. Srintvasa Sastri, Member of the Council 
of State: (7) Mr. E. H, Hiley, C.B.E. formerly of the Great Northern and North Eastern 
Railways, and later General Manager of the New Zealand Government aes : (8) 
Siw Henry Ledgard of Cawnpore; (0) Mr. Purushottamdos Thakurdas, C.LE. M.B.E., 
M.L.C., of Bombay; and (10) Mr. James Tuke, Director of Barelay’s Bank and tho 
British Linen Bank. 

8 Indian Kalway Committee Report hereinafter referred to ns the Acworth 
Committee Report, para 203, pp. 63-4, 
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the position in the past, we think the advantages of English management 

are now outweighed by the great disadvantages of absentee control and 

the difficulty of keeping in close touch with the modern social and trade 

conditions of India.’*° 
On these grounds, therefore, the committee unanimously | 
recommended that the ‘English domiciled guaranteed com- 
panies should cease to exist at the termination of their present 
contracts.”*4 While the committee were unanimous in con- 
demning the existing system, they could not agree as to the 
proposals for future management. Sir William Acworth, the 
chairman, and four others,?2 found, in view of the unreality 
of private enterprise in the true sense of the term in the 
guaranteed companies, the absence of initiative in the state 
as well as English domiciled company management, the pre- 
ponderating inflyence of the Government directors and the 
Government’s detailed control, that the Government’s control 
was negative and freedom for private enterprise non-existent. 
Real transference of ownership and operation to Indian com- 
panies was impossible and Indian opinion was overwhelmingly 
in favour of state management. Again, on the test of efficiency, 
neither form of management was superior in India. The 
conclusion reached was that ‘approaching the question, not as 
one of national sentiment, but purely from the practical point of 
view, we find ourselves in agreement with the almost unanimous 
opinion of Indian witnesses, and recommend that ‘the under- 
takings of guaranteed companies, as and when the contracts 
fall in, be entrusted to the direct management of the State.’"* 

- The other members** of the committee wanted it to be 
recognised that in view of certain lines, such as the North- 
Western Railway, having to be operated by the State on 
strategic grounds, and the contracts of the companies running for 
a considerable number of years, such as the Bengal Nagpur Rail- 
way till 1950, the dual system was inevitable. Pronouncement 


Acworth Commitice Report, para 206, p. 64, . 

* Thid., — 207, p. G4, 

1 Mossre. V . 8. Srinivasa Sastri, E. H. Hiloy, Purushottamdas Thakurdas and J. Tuke. 

= Acworth Committee Report, para 227, üs, 

st Sir H. P. Burt, Sir R. N. Mookerjoc, Sir A. Kk. Anderson, Sir G. C. Godfrey and 
Sir H, Ledgard, 
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_ of a permanent policy was therefore unwise. They were 
also doubtful about the resources of the Government of India 
with their additional liabilities since the war to finance railway 
construction to the extent needed. Emphasizing the dangers 
of state management, the opinion of the Railway Board them- 
selves was quoted to the following effect : 

(1) Constant transfers of senior officials resulting in lack of con- 

tinuity in policy ; 
'(2) the tendency to give promotion on the grounds of seniority alone 
_ without sufficient regard to efficiency or local knowledge ; 

(3) disregard of public opinion; and 

‘(4) lack of initiative and flexibility." 
Retention. of company management would; it was argued, offer 
scope for emulation and lead to healthy results on State rail- 
ways. Further, the close association of the State in the employ- 
ment of a large labour force would introduce great possibilities 
of danger and the superiority of private over state management 
elsewhere in this respect was instanced. These members con- 
eluded by rejecting English domiciled companies and recom- 
mending two schemes of Indian companies with a rupee 
capital. . 

The position of the Indian railways in 1920 and the other 
recommendations of the Acworth Committee may be con- 
veniently discussed under certain heads. We may take up 
first the proposals made by them to improve the adequacy 
of the railway transport system. 

Reference has already been made to the difficulties ex- 
perienced during the war. The Acworth Committee’s inquiry 
offered an opportunity of eliciting public and commercial 
opinion on the capacity of railways to meet their demands. 
Publie opinion in India had constantly complained of the 
utter inadequacy of the Indian railway system to meet the 
needs of the country. The committee stated: ‘The evidence 
given before us in all parts-of the country and on behalf of all 
sections of the community was overwhelmingly strong as to the 
urgent need of drastic measures of reform and reconstruction 


* Acworth Committee Report, para 254, pp. 74-5, 
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of the entire railway machine.’ In support of this the 
report reproduced almost twelve pages of extracts from 
the testimony before them. The gravity of the situation 


is not easily realized, but some extracts are eloquent enough 
of the hopelessness of transport capacity during the post-war 


years.” After a review of the evidence collected from every 


* Acworth Committees Report, para 25, p. 7. 

** Compare the following extracts quoted from the Report, p. 7, et seq. : 

Mr, (later Sir Charles) Innes, Secretary to the Goverment of India, Department of Com- 
merce: There is a demand for Indian coal for export, but in the absence of 

_ adequate transport facilities for meeting it, India is missing an exceptional oppor- 

tunity of establishing itself in the foreign markets where its coal is in great 


d, 

Mr. Carr, Agent, and others of the Bengal Nagpur Railway : The growing trado of India 
and the development of the iron and steel industry'are hampered by lack of railway 
facilities and now lines; 1,100 wagons a day would ultimately be required to mest 
the total requirements of existing and new works at Jamshedpur and Kulti, 
as against the present demand of 350. 

Mr. Hindley, Agent, East Indian Raileay: It is impossible to estimate the loss to 
trade which would be brought about by the delay in providing essential faci- 
lities and the persistent failure to keep the capacity of the lines up to the demands 
for transportation. Tho position is already so bad at times that the railway has 
to restrict or oven entirely close down the acceptance of goods traffic. Only one 
half of the demand for wagons for merchandise can be met. For the past 26 years 
there has always been an inability to provide t rtation to the oxtent 
demanded and the position is getting worse day by day....Large quantities of 
merchandise offered for transportation have frequently to be refused. In one dase the 
European oil sood market was lost definitely owing to the lack of railway transport. 

Messrs. Marshall, Dods, Fairhurst, Bury and Martin, Caleutta: The existing rail- 
way facilities aro entirely inadequate to cope with even the present traffic. There 
is a serious shortage both of wagons and locomotives for transport of coal and 
other raw materials as well as of the finished products; and of facilities for moving 
the wagons which are available. | 

Mr. Peat, Chairman, Indian Jute Mills Association, Calcutta : Because of lack of 
railway facilities for the carriage of coal, seven large jute mills employing 
40,000 workers hud completely stopped on I4th January, 1021.... Frequently no 

pS at all were available at dispatching points in the northern jute districta. 

Mr. Panos Smyth, Vice-President, Bengal Chamber of Commerce, Calentta: One 
firm trading in linseed with a good demand and prices high for early shipment... 
had in one case some 700 tons of linseed held up at an upcountry station for over 
four months....A manganese firm...had 300,000 tons of ore in stock. To 
instance the congestion, at one station there are 70,000 tons which are only being 
dispatched at the rate of about 3,000 tons per mensem....Not only consumers 
a r but the uncertainty of adequate transport is paralysing trade. It ix obvious 
that the whole railway machine is inadequate. 

Lieut. Col. Bernardiaton, Seeretary fa the Gavernmment of Madras, Raile Department . 
The Government of Madras estimates an expenditure of some Rs. 30 crores as being 

to bring railway communications in Southern India to a stato of reason. 
able efficiency. 

Mr. Moir, late Director of Civil Supplies, Madras: There had been a great shortage 
of rolling-stock and of engine power on tho railways while there was an exceptional 
scarcity of food over a la part of the Presidency. Many complaints were received 
from heonsed exporters that they could not get their rice carried, 

Mr. Rose nm Acting Agent, South Indian Railway: There is a good deal of 
overcrow on certain parte of the line and in certain cases it is necessary for 

ors to alight and entrain othorwise than at platforma. 

Mr. Shakespear, Upper India Chamber of Commerce: it waa common practico for 
railways to shut down acceptance of goods porhaps for ten days togethor without 
even ing notice to the trade, s 

Mr. C. A, H. Townsend, Director of Agriculture, Punjab: Third class passengers are 
‘undoubtedly overcrowded...«o much so that practically free fights tako place 
_botwoen would-be rs and those already travelling who do not dosire others 
to got into the carriages. ...The railway staff maintain an air of majestic nloofness. 


3—1514B 
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quartor and every authority, the Acworth Committee observed : 
‘Congestion at some time or at some place is a commonplace of 
railway management in every part of the globe. But in India for 
years past it has recurred each season; it has now become 
normal and it will beconie permanent unless bold measures 
are taken to deal with the situation.”** Although the com- 
plications of the war period account in part for the difficulties ` 


experienced, some responsibility must, it was argued, be ascribed 
to the principles of finance adopted and the financial control 
exercised by the Government of India. The defects, the 
committee considered, were primarily due ‘to the failure 
of Government to provide the railways with adequate funds for 
capital expenditure on development and extensions, and even 
for the essential operations of renewal and repairs. They 
are the inevitable results of a paralysing system which has 
not been adapted and developed to meet the requirements 
of what is essentially a commercial enterprise of the first 
magnitude.’*” 


The system as it stood in 1920 is best summed up in the 
words of the Acworth Committee. Railway finance was tied 
to the apron-strings of the general budget with the result 
that net receipts. accrued to the benefit of the general 
revenues of the Government of India. The fluctuations fn 
allotments were not, however, a financial by-product of the 
war: they obtained even before the war. The committee 
stated: ‘The effect of this policy of inadequate allotments 
varying irregularly up and down from year to year would 
have been bad enough in any case. But it is made worse 
when, as not infrequently happens, the allotment is suddenly 
cut down during the currency of the year to which it relates, 
and works in progress are suspended, staff are disbanded at 
a moment's notice, and materials are left lying on the ground 
for an indefinite period. An almost equally bad effect is 
produced when late on in the year, the general financial position 


3 Acworth Commiticr — ra 27, p. 10. 
2 Ibid,, para 28, p. 20, a * 


* 
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having unexpectedly improved, the Finance Member with 
equal suddenness lifts his hand and thus encourages the rail- 
ways to spend more freely.“° It is not surprising that a -/ 
system with such features as ‘lapses’ every year or the 
sudden grant of funds towards the close of the year should 
inhibit progressive expansion. 

The evil was not confined to capital expenditure. It 
reached with equal effect revenue expenditure. The com- 
mittee criticised the policy followed with regard to the pro- 
vision of funds for renewals which were included under the 
program revenue, ‘There are,’ they observed, ‘scores of 
bridges with girders unfit to carry train loads up to modern 
requirements ; there are many miles of rails, hundreds of 
engines, thousands of wagons, whose rightful date for renewal 
is long over past. Their cost has not been written off. They 
stand in the books at the original figure. The Government 
has formed no replacement reserve....The position due to 
the unwise methods of the past must be redressed gradually. 
It will never be redressed under the present system of programs 
and annual grants and lapses, but only when commercial 
accounting methods are introduced in the management of a 
commercial undertaking. ”! Referring to the difficulties during 
the war period, which must have been to some extent re- 
sponsible for the situation, the report stated : z 

‘Obviously the expenditure was only postponed, and had to be faced 
later on. An ordinary commercial concern would, as a matter of course, 
have carried the money so underspent to a reserve for renewals, to be spent 
when materials were again available. The independent railway companies 
did this. Not so the State. The money was treated as part of the ordinary 
revenue of the Government in the year in which it was not spent, with 
the result that the net profits of the State railways are shown in the official 
returns as having risen steadily from 4°54 per cent in 1914 to 7-07 per cent 
in 1918-9. The apparent gain was not real. Had there been a separate 
railway budget, the money underspent would have been earmarked in 
it às advanced to the Government for general purposes. It was indeed 
announced at one time that a reserve was being made, or would be made 


” Acworth Committee Report, para 30, p. 21. 
3 Ibid., para 08, pp. 30-1, 
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The end of the war has come, and the money is not there ; other liabilities 
had been too strong for the Government of India and so the reserve fund 
vanished, The railway machine is in urgent need of repair, and funds to 
put it right are not forthcoming. The position at present is this: main- 
tenance is lamentably in arrears.” The cost of materials of all kinds is far 
above pre-war level. Wages likewise have advanced steeply.’ 

The Railway Department as then constituted also came 
in for criticism. Administratively the railways were only 
regarded as of sufficient importance to be entrusted to the 
control of a Member of Council for Commerce whose portfolio 
included such widely differing functions as shipping, Assam 
emigration and peace treaty affairs. The committee urged 
the appointment of a Member for Communications cealing 
with railways, ports, inland navigation, road transport, and 
posts and telegraphs. Turning to the Railway Board, it was 
found that ‘its president has the responsibilities and rights 
of a Secretary to Government, though he does not bear the 
title. The other two members have not. And yet as a member, 
the president is nothing more than the senior amongst three 
colleagues. Originally he was only primus inter pares. There 
was another period when, though not by legal right?’ the 
president was really supreme and the decision of the Board 
was, in fact, his decision.”“* As under such conditions it 
was impossible to fix responsibility under the Member of Council 
on one man only, the appointment of a Chief Commissioner 
of Railways was recommended, with the status of a Secretary 
to Government. The Chief Commissioner was to be assisted 
by a Financial Commissioner and three Railway Commissioners 
in charge of three groups into which the- Indian railways, it 
-was suggested, were to be divided.** The Railway Com- 
mission thus constituted was to be assisted by a number of 
directors for the technical branches. Referring to the reforms 
then introduced, ‘this great constitutional change,’ said the 
Acworth Committee, * must modify profoundly the respon- 
sibility of the Secretary of State for the management of Indian 

8 Acworth Committee gia para 71, pp. 31-3, 


5 Ibid., para 105, p. 39. ~> 
» Jbid., para 113, p. 41. 
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railways.*° With the transfer of power from the Secretary 
of State was also recommended a greater devolution of powers 


to the Railway Commission and the railway administrations. 


As regards the relations between railways and their 
customers, the Acworth Committee commented upon the 
serious complaints they had received, some of which were in 
their opinion well founded. They accordingly proposed the 
constitution of a tribunal somewhat on the lines of the Railway 
Rates Tribunal in Great Britain. Public opinion was to be 
afforded opportunities to be heard on matters pertaining to 
facilities, amenities, etc., by the establishment of central and 
local advisory councils representing all interests. 

These were, briefly, the principal recommendations made 
by the Acworth Committee in their report. Broadly speaking, 
the chief contribution of the committee was, the new emphasis 
on the commercial character of the railway undertakings and 
the importance of operating them on business principles. 
The developments which followed the publication of the report 
were directed to attaining this end. This is clear from a perusal 


of the reports of two committees which were appointed in 


succession between 1921 and 1923, namely, the Railway Finance 
Committee and the Indian Retrenchment Committee. These 
committees threw further light on the conditions of railway 
working, besides endeavouring to give practical effect to the 
recommendations of the Acworth Committee. Before pro- 
ceeding to the changes introduced, it is necessary to refer to 
the reports of the Railway Finance and the Indian Retrench- 
ment Committees. 


RAILWAY FINANCE COMMITTEE 


The Railway Finance Committee was appointed pursuant 
to the resolution passed by the Legislative Assembly on 
13 September 1921, to consider the following questions which 


‘arose from the Acworth Committee's Report, namely, 


(1) the separation of railway from general finance ; and 


33 Acworth Committee Report, para 126, p. 45. 
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(2) the requirements of railways in regard to capital 
expenditure during the next ten years. 


On the first question, the committee, in in their report issued 
in December 1921, stated : 


“The real difficulty of the proposal to separate the entire railway budget 
from the general budget of the Central Government lies in the fact that 
-any separation in the sense suggested by the Railway Committee involved 

the surrender by the Central Government of railways as a sourco of 

revenue. We have accordingly concentrated our attention not so much 
on the question of principle aswon the purely practical question 
whether any such surrender could be effected at the present time or 
in the immediate future .. . for the present, it is sufficient to express our — 
definite opinion that in the existing state of Indian finances, it 
would be impracticable to replace this source of revenue, if surrendered 
for railway purposes. It is material to mention here that when the new 
financial arrangements necessitated by the Reforms were under considera- 
tion, it was assumed that the Central Government would derive 

a substantial net revenue (after paying interest charges) from railways 

in deciding upon the amount of the central deficit which would have to 

be made good initially by contributions from the provinces, Lord Meston’s 

Committee assumed that the Central Government would derive a net 

revenue of no less than Rs. 10 crores from this source. ... We have, 

therefore, been led to the conclusion that separation of railway finance 

in the sense understood by the Railway Committee is not at present a 

practical proposition. It may be advisable, when conditions become 

‘more normal and financial equilibrium is re-established, to re-examine the 

question." 4 

On the second question, the Railway Finance Committee 
appreciated the gravity of the position delineated by the 
Acworth Committee. In view of the importance of the re- 
commendations made at this time, the attitude of the Finance 
Committee on the subject of capital expenditure on railways 
may be indicated. They said : 

‘It has been strongly represented to us that the present incapacity 

of the railways to mect the needs of the country seriously hampers the 

development of Indian industries. A single example will suffice. It is 


a matter of common knowledge that shortage of wagons has checked the 
development of the coalfields ; in spite of this in 1919 the production of 


™ Railway Finance Committee Report, paras 5-7. 
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coal in the Bengal and Behar and Orissa coalfields outstripped transport 
facilities by more than 2} million tons. If this was the position two years 
ago, it is likely to be much worse a few years hence, unless immediate steps 
are taken to rehabilitate the railways....With the great development of 
metallurgical and other industries which may be expected in the near 
future, the rate of increase is likely to grow rather than to diminish—unless 
indeed that development is throttled by the failure of these industries to 
obtain the coal they require. It is not merely a question of buying more 
wagons and locomotives. Lines must be doubled, bridges strengthened, 
yards remodelled and the railways generally fitted to handle more traffic. 
We are greatly impressed by the wastage in the use of existing rolling-stock 
due to the incapacity of bridges to carry the increased axle loads involved 
in the use of the newer and heavier types of engines and wagons. Finally 
the need for a radical increase in the provision of facilities of all kinds- for 
third class passengers is so patent and the demand of the public on this 
point is so insistent that the matter requires no further emphasis on our 
part, = 


a $ 


On these grounds the Railway Finance Committee considered 
the case for the provision of larger capital funds for the imme- 
diate rehabilitation and betterment of existing lines to be 
amply proved, and endorsed the demands of the railway 
administrations for sufficient funds for the completion of works 
under construction. To prevent the evils of fluctuation in 
the supply of funds, the committee recommended that 
‘the program should be prepared on a five-year basis, the provision 
for each quinquennial period being considered about two years before the 
termination of the existing period. The maintenance of such a program 
necessarily implies that there should be no lapse of money voted for any 
one year but not spent within that vear; such sums should be carried 
to the credit of the railway administration up to the limit of the total amount 
fixed for the quinquennium.” * 


After duly considering all the factors involved, the Railway 
Finance Committee concluded that ‘funds to the extent of Rs. 
150 crores should be devoted to railway capital purposes during 
the next five years’ to be spent exclusively on rehabilitation 
and the completion of lines already under construction.?? 


. 
MW Acworth Committee Report, para S. 
™ Thid., para 40. 
* Ibid., para 10. 
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= — recommendations were accepted by the Legislative 
Ass bly in March 1922, except with regard to the question 


3 ‘separation of railway from general finance. The Govern- 
ment of India and the Secretary of State also agreed to the 


proposal and Agents were instructed to prepare their quin- 
quennial programs. 


THE RETRENCHMENT COMMITTEE 


About this time the financial position of the Government 
of India was in a serious state on account of the unfavourable 
balance of trade during 1920-1 and 1921-2, and the financial 
strain involved in the creation of the reformed provincial 
governments. The economic conditions were reflected in the 
railway traffic receipts which declined, and for the first time - 
since 1900 railways failed to contribute anything to the Central 
Government and produced a deficit of over Rs. 9 crores. The 
need to effect economies and increase revenue was imperative, 
and the Government of India appointed the Indian Retrench- 
ment Committee with Lord Inchcape as chairman in 1922. 
Railways were expected to contribute no less than Rs. 10} 
crores by the Meston Committee and the unexpected deteriora- 
tion in railway receipts threatened to render the railways a 
source of considerable liability to the Central Government. 
It is therefore not surprising that the Inchcape Committee 
paid particular attention to the problems of railway finance. 

The committee, first of all, stated the principles according 
to which the State-owned railways should be operated. They 
obperved : 

‘The country ‘cannot afford to subsidize the railways and steps should 
be taken to curtail working expenses aa necessary in order to ensure that 
not only will the railways as a whole be on a self-supporting basis, but 
that an adequate return should be obtained for the large capital expen- 
diture which has been incurred by the State. We consider that, with 
' economic working, it should be possible for railways in India to earn suffi- 


cient net receipts to yield an average return of at least 5) per cent on the 
total capital at charge, The average return to the State during the three 


 Horeinafter roferred to as the Inchcape Committee, 








THE INDIAN RAILWAY SITUATION DURING 1920-4 25 


years prior to the war was 5 per cent, and in view of the*fact that large 
amounts of additional capital are being raised at 6 per cent or over, we 
think a return of 54 per cent cannot be regarded as excessive. 
The Inchcape Committee next attacked the provision of Rs. 150 
crores to be spent in five years, which, they said, did not assist 
matters, as s 
‘this money can be utilized only for new works or to pay the cost of 
improvements carried out in connexion with renewals, which represents 
only a small portion of the total cost of such renewals. It cannot be ex- 
pended on repairs or for overtaking arrears of renewals, the cost of which 
is borne entirely by -working expenses."™ 


In view of the financial stringency and the large capital ex- 
penditure which was being incurred, it was considered that 
the overtaking of these arrears might well be postponed on 
railways not able to earn. sufficient receipts to pay interest 
and sinking fund charges. The Inchcape Committee stated : 
“The real question to be decided is whether, when capital is so urgently 
required by some railways for remunerative purposes, the country can 
afford to borrow large sums of money at the i ETE high rates for expendi- 
ture on railways which are not only unable to earn 5 per cent on their present 
capital, but which have to be subsidised by the general taxpayer. We 
“consider that further expenditure on such railways can only be justified 
if it can be satisfactorily demonstrated that this expenditure will increase 
the net earnings of the railways sufficiently to cover the additional interest 
involved, ™® 
The Inchcape Committee next endorsed the Acworth 
Committee's recommendations for the appointment of a 
Financial Commissioner of Railways, the institution of some 
form of depreciation fund, decentralization of control, and 
an investigation into the railway accounting system by qualified 
experts with foreign experience. The other recommendations 
and observations of the Inchcape Committee will be referred 
to later when dealing with the later developments. The 
summary attempted here reveals in the Inchcape Report an 
attitude different in tone and emphasis from that of the Acworth 
and the Finance Committee. In one sense the Inchcape 
“u Incheape Committers Report, para 5, p, U1, 
- ea para 6, p. 92. 
> 4—1514B 


— a 
a Taj * 





f aa r x a ey h ad b; k i J { 
x _ Committee eae ge t in the light of later experience turns 
= Out to have been a valuable corrective to the expansionist 


sP 


tendencies of the previous reports. In other „respects _their 


Fe - recommendations were complementary. 


The three years 1920-1 to 1922-3 had witnessed such 
ruthless analyses of the f railway situation that they probably 
had the effect of exaggerating the defects in the working and 
administration of railways. But there can be no doubt that 
the repeated emphasis on the changes desired accounts largely 
for the expedition with which the reorganization was attempted 
and carried out. It must, however, be stated that certain of 
the criticisms of the Inchcape Committee were not well founded. 
The charges based on the comparison of the results for two 
years were hardly fair, as they took little account of the fact 
that working expenses were swollen by the sums expended 
in overtaking arrears of maintenance and renewals, the effects 
of which had not yet begun to be felt. Again, the reduction 
through their recommendations of the revenue expenditure 
upset the full utilization of the capital lumpsum provided 
for rehabilitation during the quinquennium, thus seriously 
dislocating the programs which had then been completed, 
and limiting the money spent on open lines and rolling-stock 
to less than Rs. 88 crores during the period 1922-7. 

The factors which affected railway finance during the early 
post-war years were many. The prices of all materials had 
risen to unprecedented heights. The temporary ‘enhance- 
ments in the wages bill had to be replaced by permanent revi- 
sions of scales in or by 1920. The advance on the pre-war 
scales of pay amounted from 20 per cent in the case of the 
higher paid staff to over 150 per cent in the case of lower sub- 
ordinates and inferior employees who always accounted for 
a major portion of the labour costs. As if these were not bad 
enough, the average rate of interest which had been less than 
34 per cent rose to over 6 per cent on the capital raised after 
1916-7. The effect of this as well as the large outlay on re- 
habilitation led to an increase of more than Rs. 5 crores on 
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account of interest alone as compared with the position during 
1913-4. As against these factors which forced up working 
expenditure, rates and fares had not advanced to anything 
like the same extent. 


— 


ADMINISTRATIVE REFORMS 


We may now proceed to consider the action taken on the 
recommendations of the committees which had investigated 
the railway situation during 1920-3. The Acworth Com- 
mittee had recommended the appointment of a Member of 
Council. for Communications and a Chief Commissioner and 
three other commissioners. The Government of India did 
not agree to the appointment of an independent Member for 
Communications but approved of the reorganization of the 
Railway Board on the lines of the recommendations of the 
Acworth Committee. The appointment of a Chief Commis- 
sioner was made’ in November 1922 and his status was raised 
as suggested by the committee. Accordingly the new Chief 
Commissioner, it was stated, ‘is solely responsible—under 
the Government of India—for arriving at decisions on technical 
matters and for advising the Government of India on matters 
of railway policy, and is not, as was the President, subject 
to be outvoted and overruled by his colleagues on the Board.’ * 


(later Sir) C. D. Hindley was appointed to this post 
and his first duty as Chief Commissioner was to work out 
detailed proposals for the reorganization of the Railway Board, 
The appointment of a Financial Commissioner was urged by 
both the Acworth and the Inchcape Committee and early 
appointment to this post was requested by the Chief 
Commissioner. The appointment was made in April 1923 with 
the sanction of the Secretary of State. The Railway Board 
as reconstituted towards the end of the year 1923-4 consisted 
ef the Chief Commissioner, the Financial Commissioner, and 
two Members. ‘The territorial distribution of work récom- 
mended by the Acworth Committee was abandoned in favour 


“Indian Railways, 1022-3, Vol. 1, p. 5. 





* a ae division. Four directors in charge of civil 


z 


engineering, mechanical engineerin g, traffic and establishment 
were created, to leave the commissioners and/ members of the 
Railway Board free of routine duties to devote greater attention 


to larger questions of railway policy and to keep in.touch with 


Local Governments, railway administrations and public bodies. 
The technical staff, the directors, it was stated, * are not merely 
advisers or consultants, but are actually responsible for dealing 
with. ..proposals of new works and projects, with traffic problems 
which come to Government for settlement, with technical 
standards, questions of safety and inspection, and problems 
connected with personnel.’ 4*5. The difficulty with the former 
Railway Board was over-centralisation which overwhelmed 
them with detail to the detriment of the prompt disposal of 
the larger problems. This defect was sought to be removed 
in thẹ reorganization by a policy of decentralization of powers 
to agents of state-managed railways and boards of directors 
of company-managed railways. 


SEPARATION OF FINANCE 


We have seen how the proposal to separate railway finance 
from general finance was postponed from time to time. When 
the Acworth Committee recommended the institution of an 
independent railway budget, they referred to the liabilities 
which the railways would have to assume and expressed their 
opinion as follows : 


‘Whether the railways should pay precisely this amount (the interest 
charges) or a larger amount... in consideration of the expenditure which the 
railways have incurred for non-railway purposes is a matter for argument. 
We have no wish to express a positive opinion though we think that there 
is much to be said for letting bygones be bygones and fixing the payment 
to the Government at the same sum that the Government has itself to find 
at the present time for interest on railway debt. The point is that the 
Railway Department, subject to the general control of Government, once 
it hae met its liability to its creditors, should itself regulata the disposal 


` Report by the Railway Board on Indian Railways 1923-4, Vol. L, p. 6. This title 
has been retained since that year, and * publication will be referred to hereinafter as 
Railway Board's Report. 
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of the balance, and should be free to devote it to new capital purposes 

(whether directly or as security for new debt incurred), or to reserves or to 

dissipate it in the form either of reductions of rates or improvement of 

services. We have expressed our own view that the only payment by the 
railways to the general exchequer should be the interest at a — rate on 
the capital advanced.’ 

- In dealing with this important recommendation, the Railway 
Finance Committee, as we have seen already, took a different 
attitude towards the proposal of a separate railway budget 
in view of the then state of general finance and suggested 
postponement of the consideration of the question for some 
time and examining it again when conditions became normal 
and financial equilibrium was re-established. They referred, 
however, to certain problems which would have to be settled 
before the question of separation was decided. ‘Their report 
stated : 

‘It would, of course, be necessary to discuss certain questions of prin- 
ciple which for the reasons given we have now avoided, such, for example, as 
the extent, if any, to which general revenues are entitled to benefit from 
the net profits made by railways, how the capital at charge and the liability 
in respect of interest charges should be assessed, whether any deduction 
should be made from that capital in respect of strategic railways, how far 
the control of the Assembly over the budget as a whole would be affected by 
such separation, and whether the railway administration would be justified 
in utilizing, or indeed whether it would be economically sound to utilize, 
surplus railway revenues for capital expenditure.’*’ 


The proposal was left at that stage till 1923, when the Railway 
. while dealing with the Inchcape Sepa s recom- 
mendation that railways should be so worked as to yield 
an average return of at least five per cent on the capital at 
charge, reopened the whole question of the separation of rail- 
way finance. The detailed proposals of the Railway Board 
were to the effect that the Government should receive from 
the railways interest on the capital invested on railways, with 
the exception of the strategic railways, together with a fixed 





annual dividend of five-sixths of one per cent, and a stare od A 


w Acworth Committee Repoffapara 74, pp. 32-3. 
i Railway Finance Committee Report, para 7. 
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ts any surplus profits. The dividend, according to the Railway 
Ts proposal, was to'be an ‘accruing charge which, if 
not paid off in any one year owing to temporary causes, must 
T be met in another.’ $8 In view of the difficulties experienced, 
“~s such as amending Section 67-A of the Government of India 
_ Act, the scheme was laid before the Central Advisory Council 
for Railways, ‘and thereafter submitted to the Legislative 
Assembly on 3 March 1924, in the form of a resolution estab- 
lishing a convention to this effect with the Legislative 
' Assembly. The solution suggested, it was explained, 
‘does not give that full measure of security that the railway admini- 
stration requires if it is to regulate its working on a commercial basis and 
is to be in a position to balance gains apd losses over a series of years; but 
if the Assembly is convinced of the necessity of having a convention of 
this nature and agrees to it, it may be assumed that no attempt will be made 
subsequently to upset the convention. ‘The convention, if adhered to, will 
secure the main object, viz., (i) a stable return to the general revenues from 
railways, and (ii) the carrying out of a railway policy based on the accept- 
ance of responsibility for obtaining a fixed dividend accompanied by the 
assurance to the railway administration that funds will be forthcoming 
for any operation which will secure such dividend and that any surplus will 
be available for railway purposes.””” 





The resolution was referred to a committee of the House, who, 
unable to deal with it in the time at their disposal, postponed 
it to the next session. In August 1924, the committee issued 
their report recommending that the fixed contribution to the 
general revenues should be raised from five-sixths of one per cent 
to one per cent on the capital at charge of the commercial 
lines. ‘To this was to be added one-fifth of any surplus profits. 
They proposed that if the amount available for transfer to 
the railway reserve after payment of the above contribution 
should exceed three crores of rupees in any one year, one- 
third of the excess should also accrue to the general revenues. 
The committee also agreed to the proposals of Government 
on the financial side, but asked for alterations in the con- 
stitution of the Central Advisory Council to provide for the 

, i 


“ Railway Board's Report 1923-4, Vol. 1, p. 8 
Ibid, p 00, 
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selection of its members from panels set up by the Council of 
‘State and the Legislative Assembly from amongst their members 
and for the creation of a Standing Finance Committee, con- 
sisting mainly of the members of the Legislative Assembly. 
They further stated that the estimates of railway expenditures 
should be first approved by this committee before the intro- 
duction of the demands for grants in the Legislature, and that 
the railway budget should be introduced before the general 
budget, and separate days allotted for its discussion. These 
proposals were accepted by the Government, but the question 
was raised whether, as a condition for the acceptance of the 
proposals by the Assembly, Government should not give 
assurances with regard to Indianization of the services, re- 
presentation of Indians on the Railway Board, and the purchase 
of stores „for railways. An undertaking was also demanded 
that no railway was to be handed over to a private company 
without the prior approval of the Legislative Assembly. 
The report of the committee came up before the Assembly 
in the middle of September 1924, and after a good deal of 
debate, an agreement was formally — on 20 — el 
According to the agreement, 
‘Government undertook that the arrangements for separation should 
hold good only so long as the East Indian Railway, the Great Indian 
Peninsula Railway and the existing state-managed railways remained 
under State management ; that no negotiations for the transfer of any of 
these railways to company management should be concluded until facilities 
had been given for the discussion of the whole matter in the Assembly ; 
and that, further, if any of the above railways were transferred to company 
management, against the advice of the Assembly, the Assembly should 
be at liberty to terminate the arrangements for separation.’ 
The resolution supporting the proposal for the separation 
of finance as passed by the Assembly stood as follows : 
; “This Assembly recommends to the Governor-General in Council that 
in order to relieve the general budget from the violent fluctuations caused 


by the incorporation therein of the Railway estimates and to enable rail- 
ways to carry out a continuous railway policy based on the necessity oF 


-t Railway Board's Report 1024-5, Vol..1, p. 2, 
s Ibid, | 
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. making a definite return to general revenues on the money expended by 
: _, the State on railways : 

— e A the railway finances shall be separated from the general finances 
=~ of the country and the general revenues shall receive a definite annual 


contribution from railways which shall be the first charge on the net receipts 
of railways ; 


(2) the contribution shall be based on the capital at charge and working 
results of commercial lines, and shall be a sum equal to one per cent on. 
the capital at charge of commercial lines (excluding capital contributed 
by companies and Indian States) at the end of the penultimate financial 
year plus one-fifth of any surplus profits remaining after payment of this 

- fixed return, subject to the-condition that, if in any vear railway revenues 

are insufficient.to provide the percentage of one per cent on the capital 

at charge, surplus profits in the next or subsequent years will not be deemed 
to have accrued for purposes of division until such deficiency has been made 
good; the interest on the capital at charge of, and the lossin working, strategic 
lines shall be borne by general revenues and shall consequently be deducted 
from the contribution so calculated in order to arrive at the net amount 
payable from railway to general revenues each year ; 


(3) any surplus remaining after this payment to general revenues 
shall be transferred to a railway reserve; provided that if the amount 
available for transfer to the railway reserve exceeds in any year three crores 
of rupees, only two-thirds of the excess over three crores shall be transferred 
to the railway reserve and the remaining one-third shall accrue to general 
revenues ; ) 

(4) the railway reserve shall be used to secure the payment of the 
annual contribution to general revenues; to provide, if necessary, for 
arrears of depreciation and for writing down and writing off capital ; 
and to strengthen the financial position of railways in order that the 
services rendered to the public may be improved and rates may be 
reduced; and 

(5) the railway administration shall be entitled, subject to such condi- 
tions as may be prescribed by the Government of India, to borrow tem- 
porarily from the capital or from the reserves for the purpose of meeting 
expenditure for which there is no provision or insufficient provision in the 
revenne budget subject to the obligation to make repayment of such borrow- 
ings out of the revenue budgets of subsequent years.’ 


These arrangements under the convention established in 
accordance with the resolution were, it was provided, subject 
to revision, and were to be provisionally tried at least for 
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three years. It was further stated that the convention was 
to hold good only ‘so long as the East Indian Railway and the 
Great Indian Peninsula Railway and the existing state-managed 


railways remain under State management.’ If Government 


entered into negotiations to transfer any of these lines to 
company management, they were not to be completed before 
they had been discussed by the Assembly. If the advice 
of the Assembly was rejected, it was provided that the Assembly 
would be at liberty to terminate the arrangements made in 
accordance with this resolution. Finally, the Assembly also 
recommended a rapid Indianization of the railway _ services 
and a policy of purchasing stores through the Indian Stores 
Department. 


Thus was accomplished what is probably the most important 
reform introduced during the present. century in connexion 
with the administration of Indian railways. The separation 
of the railway budget might not have been effected so soon 
but for the pressure of certain- problems which did not brook 
any postponement. The approaching termination of the con- 
tracts with the East Indian and Great Indian Peninsula Railway 
Companies had rendered a decision on the general question of state 
versus company management imperative, and in February 1923, 
the Legislative Assembly was able to carry a resolution - recom- 
mending state management on both the lines on the expiry 
of their contracts. “The Government of India were not, however, 
fully in agreement, and while conceding that the present 
system was unsatisfactory, they proposed ‘to continue their 
efforts to devise a satisfactory form of companies domiciled 
in India to take these railways over, eventually on the basis of 
- real company management.” The Separation Convention which 
was adopted on 20 September 1924, removed apprehensions of 
the dangers to which state management is exposed, and on 
l January 1925, the State took over the management of the 
East Indian Railway. The contract concerning the Great Indian 
Peninsula Railway terminated on 30 June 1925, and arrange- 
ments were made to bring it also under direct state management. 

6 -1514B 
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Thus was brought to a close a period of hesitancy and 


_ sponsibility for the direct operation of its own railways. Up 
to this time, the Government had worked only those railways 
which, because of their untemunerative character, had kept 
away companies from them. The year 1925 marked the date 


on which the State accepted responsibility for operating the 
| paying lines to a standard of efficiency and success not inferior 
to company management. The effect of the changes during 


the period 1920-4 and the introduction of a separate railway 
budget on the railway organization and policy was to eman- 
cipate the Indian railways from the trammels of the Finance 
Department. They implied a freedom to initiate and carry 
out policies governed by business principles; they also helped 
to inaugurate further changes and ventures on a scale not 
previously attempted. The character and consequences of 
these developments need to be studied, as the Indian railways 
constitute the largest single undertaking in the country and 
have a profound influence on its economic life. Further, the 
success of the attempt at state operation itself needs to be care- 
fully appraised. The advocates of the policy of industrial deve- 
lopment of the country looked to the railways for encourage- 
ment and active support. The growing insistence on increasing 
industrialization_ is amply borne out by the expansion of the 
older industries and the development of new ones during recent 
years. ‘These are but a few of the problems raised in connexion 
with our railways during the last two decades. 

It is proposed to examine, in the succeeding chapters, the 
principal developments during the post-separation period. 
While attention is focussed chiefly on this period, perspective 
has not been sacrificed. The answer to certain of the important 
questions raised here cannot be given before the close of our 
survey. The subject of capital expenditure is taken ‘up in 
the next chapter by reason of the importance attached to it in 
connexion with the rehabilitation and adequacy of our railway 
equipment both prior to, and immediately after, the year. 1924, 
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CHAPTER II 


CAPITAL EXPENDITURE DURING THE POST-WAR 
PERIOD | 


Classification of Indian railways, 35. Importance of capital expenditure, 38. 
The post-war rehabilitation program, 39. Program revenue expenditure, 
1921-4, 41. Railway Finance Committee's estimates, 43. The quin- 
quennial program during 1922-4, 44. The effect of underspending, 
45. Confusion of ideas as regards the program revenue expenditure, 
relation of capital to revenue expenditure, 46. Underspending due to 

lack of organization, 47. 

Capital expenditure after separation. Expenditure on open lines and new 
construction, 50. 

Open line expenditure on stationary equipment, 52. Classes of works, 54. 

Mobile equipment: progress of expenditure on rolling-stock, 62. Increase 
of n power, seating capacity of carriages, and capacity of wagon 
stock, 63. : 

New construction: trend of expenditure on new construction, 65. Policy 
of the Railway Board with reference to the program of new construction, 
66. Progress of extensions, 68. Criticism of the policy by the Railway 

_ Retrenchment Sub-committee, 71. 

Financial justification of the new projects, 71. The effect of excesses over 
estimates, 72. Principal causes : plethora of funds, excessive optimism, 
inability to spend annual allotments, 74. The system of ‘over-allot- 
ment’ and its implications, 76. Defective financial control and use of 
‘abstract’ estimates, 79. The case of the Kangra Valley Railway, 51. 
The Calcutta Chord Railway, 85. Lines constructed under insufficient 

arantee, 88. Financial effect of open line works, criticism, 89. 


Productivity of railway investment as compared with current productivity 
of capital, 92. 


As the problems encountered during the early post-war years 
were concerned to a large extent with those of rehabilita- 
tion, modernisation and construction, expenditure on capital 
account on a considerable scale on many kinds of projects 
and schemes was the principal feature of railway finance during 
the post-separation years. It is necessary at the outset to 
refer to the Indian railway system as it stood in 1924. 


CLASSIFICATION OF INDIAN RAILWAYS 


_ Indian railways have been generally classified under fifteen 
heads in the administration reports of the Railway Boagd 
according to their relation to the Government of India as 
regards financial control. -Their relative importance in length 





Ax 3 la > — gross earnings and net — will be clear 
from: the figures shown in Table 2. 


— z TABLE 2. __ INDIAN RAILWAYS GROUPED ACCORDING TO METHODS 


OF WORKING ON 31 MARCH 1924 
(Rs. in crores) 


—— — sate Capital Gross md 
Classification milage at charge carnings earnings 
(1) State lines worked by State 7,678 185-98 24:12 6°57 
(2) State lines worked by com- 19,286 452-87 70°26 26°85 
- _ panies 
(3) Branch line companies’ 196 1-44 0'11 0-03 


railways under guaranteed 
terms worked by branch 
line companies | s i 
(4) Branch line companies’ 11S rst O12 06 
railways under guaranteed 
terms worked by main 
line = | > 
(5) Branch line companies’ rail- 1,981 13:85 2'46 1:20 
ways under rebate terms 
— worked by main line 
(6) Branch line companies’ 167 1:82 0'15 0'07 
railways under guaranteed 
rebate terms 


(7) Companies’ lines subsidized 2,170 17-16 3:07 1-62 

by Government of India 

(8) Companies’ lines subsidized 137 175 0'37 0'11 

by local governments - 
(9) Unassisted companies” lines- 70 0:38 0'04 ool 
(10) District board lines 271 | 1-49 036 0:16 
(11) Companies’ lines subsidized 306 1-51 0-36 016 
by district boards 

(12) Indian State lines worked 3,054 15:86 2°63 0'78 
by Indian States ` , : 

(13) Indian State lines worked 1,780 11-24 1°86 078 
by main lines 

(14) Companies” lines guaranteed 754 O64 1-72 0'88 
by Indian States 

(15) Lines in foreign territory 74 2-15 O18 007 


worked by British Indian ` 
railway companies 
TOTAL ate 38,039 71793 107°80 39:35 














These fifteen groups were arranged at the instance of the 
Acworth Committee into three broad divisions for statistical 
purposes : Class I railways with gross earnings of Rs. 50 
ləkhs and over a year; Class II railways with gross earnings 
of less than Rs. 50 lakhs and over Rs. 10 lakhs a yéar; and 
Class III railways with gross earnings of Rs. 10 lakhs and 
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under a year. The relative magnitude of the three classes 
may -be seen from the following figures as on 31 March 1924 : 





- Class Route milage Capital outlay 
(Ks. in crores) 
I 34, 761-65 694-54 
II 1, 868-06 14°40 
Ii _ 1408-81 6°87 
TOTAL ..  38,038-52 71581 


The Class I railways, it will be noticed, constitute by far 
the largest of the three groups and will receive in the present 
work the principal attention. The railway systems! comprised 
in this group are : 

(1) Assam Bengal Railway 
(2) Bengal and North-Western Kailway 
(3) Bengal Nagpur Railway 
(4) Bombay Baroda and Central India Railway 
(5) Burma Railways 
(6) Eastern Bengal Railway 
(7) East Indian Railway (including the Oudh and Rohilkund Railway) 
(8) Great Indian Peninsula Railway « 
(9) Jodhpur Railway 
(10) Madras and Southern Mahratta Railway 
(11) Nizam’s State (Guaranteed) Railway 
(12) North-Western Railway 
(13) Rohilkund and Kumaon Railway 
(14) South Indian Railway. 


For purposes of statistical analysis, the Class I railways have 
been further «subdivided according to the gauge. A large 
proportion of the milage of these railways comes under the 
broad gauge, and the bulk of the remaining milage under 
the metre gauge. The balance constituting a small fraction 
represents the narrow gauge lines.* 


7 oe to the individual railways in the succeeding pages will be made by their 

| S Yy. 

. 2 The relative proportion of the route milagò of the Class I railw nde A 

gouges may be seon y PRAN the following figures as on 31 March 1924: oe eine 
Class | railways All railways 

Broad gauge (0 6”) 18,640 18.640 > 
Metre gauge (3° 3°) 14,159 15,659 * 
Narrow gauge (2° & 2° 6") 1,962 3,739 


— — — 


Total T 34,761 35,035 





The State has a large financial stake in the Class I rail- 
ways. All the systems included in this group with the excep- 
. tion of the Bengal & North-Western, the H. E. H. The Nizam’s 
State, and the Rohilkund & Kumaon, were State-owned. To 

these must be added the state lines worked by these private 

railways, namely, the Tirhoot sectign worked by the Bengal 

& North-Western and the Lucknow-Bareilly section worked by 
“the Rohilkund & Kumaon. 


IMPORTANCE OF CAPITAL EXPENDITURE 


It is necessary to appreciate the full implications of the 
works programs of railways. The railway industry presents 
» a unique integration of a number of factors to render the highly 
specialized function of inland transport. The apparatus which 
it uses is the most elaborate of all industrial undertakings. 
The permanent way, banks, bridges, tunnels; stations, termini, 
marshalling yards, sheds, signals; locomotives, coaching 
vehicles, goods wagons, steam coaches, diesel cars, rail motors ; 
huge workshops for construction, assembly, repairs and re- 
conditioning of railway plant and machinery; all these 
operated by an army of employees, supervisors and executives, 
roughly indicate the nature of the concrete machinery of a 
railway undertaking.* 

Railways have played an important part in construction 
of all kinds. From the stage when the voids of vast regions 
are explored, surveyed and gridironed with railway facilities 
right down to the process of keeping the elaborate apparatus 
at work, large sums are spent. Increase of population, deve- 
lopment of new territory, growth of large-scale industries and 
the consequent demand for rail transportation lead to the 
construction of new lines. A progressive railway system 
ealls for increasing expenditure. Augmentation of traffic and 
greater density of movement must be met by additional trains, 
9 As Prof. F. W. Taussig observed: ‘A railway's plant is large relatively to that 
im most industrial unite... . A manufacturing plant in which the plant merely equalled 
in valuo the annual output would be rege as having a relatively large fixed invest- 


ment; how much more tho railway in which the plant is five or ton timos as gront in 
valuo as the annual turnover.’ Principles of Economics, Vol. II, p. 421, fourth edition, 





CAPITAL EXPENDITURE DURING THE POST-WAR PERIOD 39 


inprovements in marshalling yards, larger station facilities, 
modernised signalling, heavier engines, strengthening of the 
permanent way, bridges, etc., and a corresponding enlarge- 
ment of workshop capacity. The very maintenance of 
railway property in efficient condition involves periodical out- 
lays of large sums of money. With the development of towns 
and suburbs, passenger and goods traffic outgrows the original 
provisions for convenience and economical handling at 
terminal stations. Railways contribute through remodelled 
. termini, monumental examples of the builder's art, the 
engineer's skill, and architectural beauty without sacrificing 
utility, which is the principal object of construction. The 
diversity of materials required to provide the railway 
plant and equipment indicates the very wide range of 
industries affected and the railways’ contribution to industrial 
activity in general. ‘ ; 


POST-WAR REHABILITATION PROGRAM 


The capital program of Indian railways since 1924 has 
been one of the most important developments made possible 
by the new financial autonomy conferred on them under the 
Separation Convention. The policy started in 1924-5 was 
pursued with great effect till 1932, when it had to be abandoned 
on account of the severe financial stringency which followed 
the depression. The twelve years beginning with the year 
of the separation fall into two clearly defined periods: the 
first six years, 1924-30, a period of great prosperity all round ; 
and the second, from 1930 onwards, during which was witnessed 
the gradual impact of the depression and the sudden reversal 
of the fortunes of the railways. From the standpoint of 
revenue and profits, the two periods represent a clear division 
of the years of surpluses and of deficits. But as regards the 
policy of capital expenditure and works programs, it is advisable 
to extend the earlier period down to the close of the financiab 
- year 1931-2. The momentum of six years could not be arrested 
abruptly, and the adjustment of the works programs to the 
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ee of depression finance kooks nearly two years to allow 


& : 3 for the completion of the projects already started. In dealing 


with the policy of capital expenditure, the present chapter 
covers the period of eight years from 1924-5 to 1931-2. 

The capital at charge of Indian railways at the end 
of the financial year 1923-4 amounted to Rs. 717°93 crores, 
and this figure rose to Rs. 87634 crores on 31 March 1932. 
If private-owned railways are excluded, the State-owned 


railways accounted for an increase from Rs. 641°76 crores 


in 1924 to Rs. 78979 crores in 1932. The progress of 
expenditure on capital account during this period is shown in 
Table 3. 


TABLE 3. CAPITAL AT CHARGE OF THE INDIAN RAILWAYS 
AS ON 31 MARCH, DURING 1924-37* — 


(In crores of Rs.) 





Year Staté-owned All railways Year State-owned All railways 
railways railways 
1924 641-76 717-93 1931 783°32 S69°81 
1925 655-21 733-37 1932 789-79 876-34 
1926 675-23 754-32 1933 797-26 884-91 
1927 7O0OL' O7 788-67 1934 795-21 884-41 
1928 733-45 822-86 1935 795-44 885-47 
1929 73926 831-39 1936 789-17 879:57 
1930 770-13 85675 1937 789-02 880:13 


* Railway Board's Reports, Vol. II, for coach year. 


The actual expenditure incurred during this period was, 
therefore, Rs. 148°03 crores on State-owned railways and 
Rs. 158°41 crores on all railways. Not all this capital, how- 
ever, was spent on works. Part of the increase is to be attri- 
buted to the liabilities on account of the purchase of railways 
in accordance with the policy of State acquisition of com- 
pany-managed lines. Expenditure under this head is essen- 
tially in the nature of a transfer of proprietorship and 
of the liability therefor. Quite different is the case of the 
expenditure of funds on improvement of existing lines and’ 
the construction of new railways. Here one is faced with 
questions of financial and economic justification. Attention 
in what follows, therefore, is directed to that part of the 
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expenditure on capital account which falls within the scope 
of the second category. As the State-owned railways represent 
90 per cent of the total capital on railway account, the policy 
followed in connexion with these railways alone is discussed 
in this chapter, except when there is reference to the contrary. 

Three factors chiefly contributed to the prodigious ex- 
pansion in construction activity during the post-war decade. 
Firstly, the most urgent problem before the Indian railways 
after the war was one of immediate rehabilitation. We have 
already seen, in the last chapter," how the Acworth Committee* 
drew pointed attention’ to the dilapidated condition of 
railway equipment. Secondly, there was the problem of 
enlarging the capacity of the railway ‘plant. As the Railway 
Finance Committee remarked, the incapacity of the railways 
to meet the needs of the country was not merely a question 
of buying more wagons and locomotives: the use of heavier 
types of engines and better wagons, in order to increase the 
capacity of the railways, implied that the lines must be doubled, 
bridges strengthened, yards remodelled and improvements 
carried out throughout the line.* Thirdly, the construction of 
new railways and extensions to existing railway systems, 
which could not be undertaken owing to war-time restric- 
tions and financial stringency, had to be considered. The 
programs prepared to carry out. rehabilitation, extensions 
and construction received fresh impetus after the separation 
of finance in 1924. These three types of improvements and 
additions will be taken up in order. * 


PROGRAM REVENUE EXPENDITURE 


- The importance and urgency of large expenditure on open 
lines were stressed more than once by the railway committees 
and the Indian railway authorities from 1921 onwards. The 
almost derelict condition in which the Indian railways emerged 
from the war was adversely commented upon by every one 

who had to deal with them. ‘To analyse and interpret the 


* Acworth Committee Report, «a 68, pp. 30-1, 
* Railway Finance Committee Report, parn N, 
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polic ies that took shape after 1924, it is necessary to start 
ie i 1920-1. 

In 1919-20 an amount of Rs. 14°05 crores was spent on 
“open lines including rolling-stock. In 1920-1 the total grant 
budgeted for was Rs. 22} crores, but actually Rs. 21°94 crores 
— spent. As Government finances deteriorated abnormally 
in the succeeding year, the Finance Member was able to allot 
for a total capital expenditure of only Rs. 15 crores, as against 
Rs. 224 crores in the previous year. Mr. Malcolm (later Lord) 
Sey: introducing his budgét estimates for 1921-2, said: 
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 £ Indeed, we have felt some-hesitation as * whether we could justly find 

- even this figure, but anything less than this will so restrict the provision 
of necessary renewals, and of new rolling-stock, as to react very seriously 
upon the carrying capacity of our railways. I am fully aware that in 
many circles this provision will be regarded as inadequate. I realize also 
that it would be a penny-wise and pound-foolish policy to kill the goose 
that lays for the ‘taxpayer so many golden eggs. Nevertheless, in the 
opinion of Government, great as are the interests concerned in a pro- 
gressive railway policy, the interests of the country as a whole are greater, 
and in the long run it will be to the latter's interests, and, indeed, to those 
of the railways themselves, that we should first clear the ‘way by putting 
our finances in such a position that they will in future be able to bear the 
burden of larger capital expenditure in various directions of development, 
of which railway development is no doubt the most important." 


But the further loss’in exchange and, to a smaller extent, 
additional provision for urgent works and stock and the local 
purchases of materials for revenue works raised the actual 
expenditure on capital account for 1921-2 “by Rs. 8 crores to 
Rs. 22°96 crores. Of this the open line expenditure, including 
rolling-stock, amounted to Rs. 14°56 crores and the loss by 
exchange to Rs. 6°98 crores. 


* Budget for 1921-2, 49, p. 23. Tho fluctuations of the Indian exchange reduced 
the difference between the grants to a much smaller figure. As a large proportion of the 
expenditure was incurred in England for the purchase of materials, exchange did play 
m more important part than might bo imagined, especially at a time ‘of instability in tho 
foreign exchange. During 1920-1 budget anticipations wero based on an average rate of 
ever 24, and consequently the financing of a capital grant of £22} millions should have 
roquirod a rupee expenditure of only Re. 10 crores. For 1021-2, an average rato la, 8d was 
assumed and the capital program of £15 millions required`a rupee oxpenditure of only 


Rs. 18 crores, so that actual expenditure of rupees tho — was only over a 
crore, 
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The financial year 1922-3 was important for Indian rail- 
ways. Even while the Acworth Committee’s devastating 
criticisms of the demoralising effect of Goverhment’s financial 
policy on the progress of improvements and extensions to the 
railways were still fresh in the public mind, the Finance Member — 
had had to confess that the imperative needs of State finance 
curtailed the provision of funds available for railway rehabi- 
litation. This fact must have bulked large in the minds of 
the Railway Finance Committee of the Central Legislature 
who dealt with this problem in their report. 

The Railway Finance Committee considered ‘the case for 
the provision of larger capital funds for the immediate rehabi- 
litation and betterment of existing lines amply proved.’ As 
it was uneconomical to refuse funds to the railway admini- 
strations to complete works then under construction, the 
committee stated that these requirements must, in their opinion, 
take precedence of any demands for the construction of new 
les. . Impressed with the necessity for allowing railway 
administrations to proceed with operations of improvement 
and betterment on a fixed program, they declared: ‘Indeed, 
we go so far as to say that a guaranteed program extending 
over a course of years is almost as important as the provision 
of larger funds.’ The idea of a ten-year program was rejected 
on the ground that from neither the financial nor the admini- 
strative point of view was it practicable to look so far ahead. 
Instead, a five-year program was recommended, the provision 
for each quinquennium being considered about two years 
before the termination of the existing period. “The maintenance 
of such a program, the committee concluded, ‘necessarily 
implies that there should be no lapse of money voted for any 
one year but not spent within that year; such sums should 
be carried on to the credit of the railway administration up to 
the limit of the total amount fixed for that quinquennium.*? 

As regards the extent of the program, the committee kept 
two considerations in mind: first, the actual needs of thie 


? Railway Finance Committee Report, para 10. 
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ties and the probable ve Se of the money markets 


mi — the necessary loan funds.’ As regards the minimum 


quirements of open lines during the next five years, they 


PS —— the Railway Board's estimates, 8 which were as 


follows : 


< 
: (Rs. in crores) 

(1) Wagons * .. * t. 484 
(2) Coaching stock T x. * 18 
(3) Engines * — 30 
(4) Strengthening track and bridges * 10 
(5) Doubling lines ; TESA 124 
(6) Yard and station facilities * — 20 
(7) Workshops * E 10 


TOTAL * 149 


The Government undertook that ‘the program was to be strict- 
ly adhered to subject to the understanding that a war or other 
unforeseen contingency radically disturbing the money markét 
might render it necessary to curtail the operations of any 
one year.* The entire amount was to be devoted to the 
rehabilitation and improvement of existing lines, special 
stress being laid on the improvement of the conditions of 
travel of third class passengers and to the completion of lines 
already in hand. There was, further, to be no lapse of money 


voted for any one year but not spent within that year, and - 


such sums were agreed to be carried to the credit of the railway 
administrations from year to year to the end of the quin- 
quennium. 

The acceptance of the principle of leaving the railways 


to work up to a five-year program with the provision of adequate | 


—* pa — or 


TURE R — RRS O — 


ope n — se! rehabilitation and improvement ; ; and second, | 
ee he commitments of Government in regard to other capital 






funds made a great change in the situation. We may now 3 


proceed to examine how the new policy worked in the last 
two pre-separation years, 1922-3 and 1923-4. ‘ : 

According to the new program, a grant of Rs. 30 crores 
was made in the budget for 1922-3, consisting of Rs. 18°76 


* Railway Finance Committee Report, para 1. 
* Budget for 1923-4, p. 121. 
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crores for open line works and Rs. 2°01 crores for completion 
of lines under construction, the balance of Ks. 9°23 crores 
being the estimated amount required for exchange adjust- 
ments. Owing to the delay in the delivery of materials and, 
to a smaller extent, to the fall in prices, expenditure fell 
short of the allotment by Rs. 8-64 crores, which -was carried 


to the next year. The allotment for 1923-4 was also Rs. 30 


crores and to this was added the unutilized balance of the 
previous year, thus making up a total of Rs. 38°64 crores. 
Of this amount Rs. 26°33 crores were allocated to the open 
lines, Rs. 2°80 crores to lines under construction, and Rs. 9°50 
crores to exchange adjustments. The actual expenditure as 
compared with the budget estimates stood as follows : 

(In crores of Rs.) 


1922-3 1923-4 1924-5 
Budget Accounts Budget Accounts Budget Accounts 
(1) Open lines 18°76 Ils 26°34 17:30 19°98 LO-O7 
(2) Lines under 
‘construction : | 
Of previous years 2°01 201 2°80 1-79 2°31 2-73 
Of current yea? * 0:05 — 447 ~- 2-70 0°66 
(3) Exchange 9°23 5°20 9:50 1-70 501 
TOTAL .. 30:00 1844 38°64 — 2080* 30°00 13-467 


"e This figure is net after allowing for suspense, Rs. 336 lakhs. 
Source : Budgets for 1922-3 to 1925-26. Includes on account of exchange Re. 233 


— and allows for suspense account of Rs. 559 lak hs. 

It is clear from the figures of actual expenditure that the 
budget anticipations were far more optimistic as to spending 
money than the capacity of railways in fact proved. During 
the two years 1922-4,'° after the adoption of the program of 
Rs. 150 crores, an allotment of Rs. 60 crores was made, out 
of which the railways could spend only just under two-thirds, 
namely, Rs. 39°24 crores. If we include the figures for 
1924-5 also in this calculation, the railway administrations 
could, against a total grant of Rs. 90 crores, spend only 
a little over one-half, namely, Rs._52°70 crores. Looking back 


_ 1 The reference is to the financial years 1922-3 and 1923-4. Unless otherwise stated 
or implied in the context, similar expressions of dates in the following pages should be 
understood to to refer to the financial years. 
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at to a period. separated by more than twenty years, 


one might well envy the lot of those whose fault appeared 


to be an incapacity to spend the allotted grant to the full. 
Indeed, the Railway Board were almost apologetic in their 
explanations regarding the dilatoriness in spending the funds 
and carrying out the programs. Thanks to a conservative 
accounting system, the danger of ill-advised expenditure, 


however heartily supported by public opinion at the time, 
was avoided. A brief reference to the program revenue 


expenditure of Rs. 150 crores may be made before dealing with 
later developments. 

There was some confusion of thought as regards the ex- 
penditure of the Rs. 150 crores of new capital. As the Inchcape 
Committee pointed out, ‘the provision of Rs. 150 crores to be 
spent in five years on the rehabilitation of the railways does 
not assist matters. This money can be utilized only for new 
works or to pay the cost of improvements carried out in con- 
nexion with renewals, which represents only a small portion 
of the total cost of such renewals. It cannot,be expended 
on repairs or for overtaking arrears of renewals, the cost of 
which is borne entirely by the working expenses.“ In other 
words, one has, in a rehabilitation program, to consider not 
only the capital program, but the revenue program as well, 
These are interdependent, and a guarantee of capital funds 
such as the Assembly had given is in itself insufficient without 
a corresponding. guarantee that funds for the concurrent 
revenue expenditure are also forthcoming. The true, implica- 
tions of the program revenue expenditure of Ks. 150 crores 
were not at first fully realized. Such a program was in reality — 
one for spending a total sum, not of Ks. 150 crores, but of 
Rs. 212 crores on the rehabilitation of the railways, the addi- 
tional Ks. 62 crores being the revenue portion of the program. 
For example, when renewals are to take place with heavier 


- rails or the existing locomotives are being replaced by a more 


powerful type to meet the requirements of traffic, that portion 


“Inchcape Committee Report, ra 6, 92. 
13 — 1924.5, para 3,.p. 127. $ 
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of expenditure which represents the cost of mere replacement 
or renewal on existing standards must be met from current 
revenues. There is, therefore, a very close relation between 
capital and revenue expenditure on projects of rehabilitation 
and improvement. The ratio of revenue to capital expendi- 
ture on each project naturally varies, but for purposes of 
the Rs. 150 crores program it was estimated to have been 
approximately 2:5. On this reasoning, taking the budget 
grant for 1923-4, amounting to Rs. 38°64 crores on capital 
account, an additional grant of Rs. 15 crores on revenue account 
would have been required. But the reduction at the instance 
of the Inchcape Committee of the revenue (program) expendi- 
ture to Rs. 9 crores, automatically limited the capital funds 
to Rs. 23 crores, an amount which alone coutd be economically 
spent on open line works. - 

The failure to utilize the full grant in 1923-4 was explained 
on the ground that there was insufficient time to frame the 
programs and estimates. The fact that the railways could 
not utilise more than half the capital grant for 1923-4 gave 
rise to an enquiry into the causes when the Public Accounts 
Committee of the Central Legislature discussed the appro- 
priation accounts for that year. In their report the committee 
stated : = 


‘The large saving under the grant for the railways was undoubtedly 
due to the fact that the original estimates of expenditure were too high. 
The Financial Commissioner of Railways, whom we examined on this point, 
explained to us that the real reasons for the enormous lapse both under 
the capital grant and the grant for revenue expenditure in connexion with 
railway construction was due to the fact that under the old system the 
railway authorities were never certain of the amount of money they were 
going to get and consequently could never make proper arrangements for 
spending. They naturally made arrangements for proceeding with works 
that they had started or were starting during the course of the year under 
any contingency that might arise, so that each railway asked for the 
maximum amount that they could spend, and the result was that, taken 
all together, the estimates proved to be too high and that every year 
there was a considerable lapse. Mr. Sim (Financial Commissioner, 
Railways) explained that during the current year (1924-5) he 
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— cut down the total amount: of the grant from Rs. 33 crores, 
l which the. railways in the aggregate hoped to spend, to Rs. 23 crores, 
) es, + as he expected that that was the limit of their capacity for spending. We 
8 a not desire to suggest any arbitrary limits should be fixed which would 
tend to curtail capital expenditure on railways, 50 long as expenditure 
è ‘is temunerative, but in view of the large lapses in capital grants in this and 
/ the preceding years, we think that consideration should be given to possible 
— improvements in estimating.’ 


Mr. Sim told the committee that the Agents’ were informed 
that they might, if they could, spend up to their requirements 
on the understanding that if the total amount of expenditure 
was likely to be exceeded, he, as Financial Commissioner, would 
ask the Legislative Assembly to vote an additional grant.’ 
The experience of the two pre-separation years definitely 
proved that railway administrations were ill prepared either 
with programs or with adequate machinery to make effective use 
of the funds provided. The constitution of proper admini- 
strative machinery takes time, and it was only within another 
two or three years that the railways developed the necessary 
organization of technical advisers and departments to imple- 
ment schemes of betterment and new construction. The 
Chief and the Financial Commissioners themselves stated : 


‘The inauguration on a large scale of a scheme for rehabilitation and 
improvement necessarily finds railway administrations without the detailed 
estimates of projects without which, and an allotment of funds, work cannot 
be started; and in the absence of any certainty as to budget provision 
for program revenue as well as capital, the preparation of such estimates 
caniot profitably be undertaken, nor can satisfactory arrangements be 
made for any scheme, the expenditure on which will be spread over a series 
of years. Consequently a good deal less than half the program in the 
current year’s budget was for sanctioned works ; for the remainder no esti- 
mates were ready. It is partly owing to this difficulty that the sums pro- 
vided in the budgets of recent years, both for capital and program revenue, 
have always been underspent. The aim is in future to make the budget 
provision largely an estimate of the amount likely to be spent on sanctioned 


works included in the program, rather than, as at present, the budget 
\ i 
© Public Accounta Committee Report 1923-4, Vol. I, p. 3. 


ð 4 General Managers of state-managed aswell as e a 
be designated as Agents. ompany-managed railways used to 


Public Accounts Committee Report 1923-4, Vol. I, p. 62, ° 
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vision itself restricting or determining the amount for which estimates 
may be prepared, 
This was not the only cause. The railway administrations 
had to revise and overhaul the whole rehabilitation program 
in accordance with the recommendations of the Inchcape 
Committee. The revision resulted in considerable alterations 
of the preliminary allocation of the Rs. 150 crores between 


the different railways. It was stated : P 


‘On each railway system an attempt has been made to determine the 
total amount of additional capital that can profitably be expended, having 
regard to the probable increase in traffic and net earnings. Under this 
system proposals for additional facilities have now to be justified by reason- 
able expectations of increased traffic. Where existing facilities appear 
adequate for dealing with the traffic likely to be forthcoming during the period 
covered by the program, expenditure is now restricted to works required ; 
to maintain the safety of the line, to works which will have the effect of 
reducing’ working expenses, and to works for the greater convenience 
and comfort of passengers, particularly of the third class, on which the 
Assembly has decided that expenditure is desirable. 

Further, the Railway Board have now adopted definite standards by 
which proposals for an increase in rolling-stock have to be judged and 
before accepting them require to be satisfied that the full amount of work 
is being taken from the existing stock. Similarly, definite standards of 
normal life have been laid down for the various classes of railway stock 
and equipment and proposals for renewals have now to be justified with 
reference to the age of the stock or equipment and to the possibility of 
retaining it economically in use beyond the period of its normal life. But 
the revision of the program in accordance with these arrangements has 
necessarily occupied a good deal of time, and though they should gradu- 
ally speed up the work of rehabilitation and secure that money allotted 
will be spent both fully and economically, they have inevitably retarded 
progress in the year which has been devoted to their inception.’ 


With the commencement of the period of financial auto- 
nomy for the railways in 1924-5, distinct changes appeared 
in the policy followed in regard to capital expenditure. Up 
to this date new capital was mainly intended for open line 
expenditure. New construction was mentioned only as of 

eee sees 
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= - secondary ——— and funds were — only for the * 
= Completion of the lines already under construction. From 


1924 to the commencement of the depression, construction 


of new lines formed an important feature of railway programs. 


We shall now take up, firstly, the progress of open line works 


and secondly, new construction, 


CAPITAL EXPENDITURE AFTER SEPARATION 


The capital outlay each year on open line works and new 
construction on State-owned railways during 1924-32 is set 
out in Table 4. For purposes of comparison, the figures for 
the pre-war year, 1913-4, and those for 1919-24 have also 
been included. During the eight years, 1924-32, Rs. 167-79 


„crores were added to the capital at charge of the State- 


owned railways. Out of this amount, Rs. 122-89 crores 
were spent on open line works and Rs. 44°90 crores on new 
railways. The proportion of expenditure on open lines was 
about 73 per cent of the total new-capital spent during these 
years. The rate of expenditure on open lines in each year was 
neither steady nor well maintained. In 1924-5 itself there 


TABLE 4. CAPITAL OUTLAY ON OPEN LINES AND ~* 
NEW CONSTRUCTION* 


(STATE-OWNED RAILWAYS) 


(In crores of Rs.) 


Year Open Line works New Construction Total 
1913-4 16:61 1'86 18-47 
- 1919-20 13°84 O21 14°05 
1920-1 2506 t02 26°08 . 
1921-2 21-22 2-11 23°33 
1922-3 16°29 2°74 19-03 
1923-4 17-20 2°51 19°71 
1924-5 11-08 2°39 13-47 
1925-6 15°24 40) 19-25 
1926-7 20-87 6:27 27°14 
1927-8 22°58 DRG 32°44 
1928-9 16°45 8-96 25°41 
1920-30 23°67 O51 30:18 
1930-1 " 910 411 13:21 
1931-2 3°90 2-79 6°69 
Total 1924-32 122-89 44°90 167-79 


* Railway Board's Reports, Vol, 1, for each year, 
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was a large drop in the money spent as compared to the previous 
year, and the outlay amounted to only Rs. 11°08 crores. A 
gradual increase took place during the next three years, 1925-8, 
the expenditure touching Rs. 22°58 crores in 1927-8. There 
was in the following year a decrease to Rs. 16°45 crores and 
an increase in 1929-30 to Rs. 23°67 crores. The next two 
years reflected the effects of the crisis and the expenditure 
was consequently curtailed. 

The total works expenditure on open lines was, in fact, 
more than that indicated by the figures pertaining to 
capital outlay. In examining the works programs, not only 
the capital grants, but the revenue expenditure as well, have, 
as stated earlier, to be kept in mind. Capital expenditure 
was incurred only on improvements over the existing standards. 
Thus, if a section of railway line was laid with 80 Ib. rails 
and was, according to the program, to be-relaid with 100 Ib. 
rails, the procedure would be to charge to capital not the 
entire value of the 100 lb. rails, but only the proportionate 
cost of the additional 20 Ib. rail, the balance of the cost of the 
remaining 80 Ib. being met from current revenues or, what 
amounts to the same thing, charged off to current expendi- 
ture. With the inception of the depreciation fund in 1924," 
the procedure has become more regular, as the cost of 
renewals and replacements is drawn from that fund. The 
program of improvements and betterments prepared involved 
renewals and, replacements on a large scale, the cost of which 
was chargeable to current expenditure or the depreciation 
fund from that year onwards. The actual expenditure incurred 
in connexion with the works programs, therefore, can be 


i* Mr. (later Sir) P. R. Rau, Financial Commissioner, explained to the Public Accounts 
Committees in 1929 that the Railway Board was ‘not so very careful about the precedence 
of renewals over additions before. The question was more one of funds. I wneerstanc 
. + that the RAINA Board every time considered whether it was more expedient to 
aherge a particular item of rolling-stock as an addition or as a renewal, It all deponds 
on whether they had a larger grant for the program rewenuc or for. capital. They were 
anxious that the traffic should be carried and that the workshops should be kept fully 
occupied. That was the old arrangement, but after separation, when we got a depre 
ciation fund which provides for all renewals, wo can insist that every item of rolling-stock 
which has been gorapped and condomned as unfit for use should first be replaced, ait 
it is only after every such itom has boen replaced that additions should bo sanctioned. 
Public unts Committees Report 1927-8, Vol. Ll—Evidence, p. 273. Seo also tho chapter 
on Dopreciation infra. 
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= ments. The total cost “on 
_ period of eight years, 1924-32 
appropriations from the depreciation fund as com 
Be the capital outlay during the period are given in Table 5. 
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ding the cost of renewals and replace- 
this account amounted during the 
, to Rs. 75°29 crores. ‘The arzmual 3 
pared with 


TABLE 5. WORKS EXPENDITURE DURING 1924-32" 
(In crores of Rs.) 





Total 








Year Capital expenditure + Depreciation fund 

1924-5 11-08 7°29 18°37 
1925-6 15°24 7°98 23°22 
1926-7 20:87 8-05 28:92 
1927-8 22-58 10:95 33°53 
1928-9 16°45 9°60 26°05 
1929-30 23°67 11°76 35°43 
1930-1 9:10 11°40 20) 50 
1931-2 3°90 8:26 12°16 

Tora. 122-89 75°29 198-18 


Taking the appropriations from the depreciation fund into 
account and excluding the cost of certain lines purchased, 
amounting to Rs. 15-19 crores, Rs. 183 crores in all were spent 
on open line works and improvements. 


OPEN LINE EXPENDITURE ON STATIONARY EQUIPMENT 


We may now consider the physical assets added to the 
Indian railways as a result of the works expenditure incurred 
during the post-separation years. Open line expenditure falls 
into two classes: that incurred on stationary equipment 
and that on mobile equipment. The stationary equipment 
consists of the road-bed, stations, signals, bridges, etc., and 
the mobile equipment represents the locomotives, coaching 
vehicles, goods wagons, etc. It should be stated that improve- 
ments in stationary and mobile equipment are very closely - 

1 Compiled from Railway Board's Reports, Vol. I. Tho figures include the coat of 
certain railways, namely, the Delhi-Ambala-Kalka Railway in 1926-7, Rs. 4,03,51,000 ; 
the Burma and Mirpur Khas Jhudo Railways in 1928-9, Rs. 3,09,31,000 and Re, 11,485,000 
respectively ; and the Southern Punjab Railway in 1029-30, Rs. 7,04,55,000. The 
tal cost on this account amounts to Rs. 15,18,85,000, and if we deduct this figure from 
the total figure given in the table, we have the actual expenditure on capital account 
on open line works, namely, Rs. 107°70 crores, Expenditure from the depreciation 


fund ia taken from the appropriation accounta under Demand No, 10, Railway Budget for 
each year. 
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interconnected. The introduction of heavier locomotives, 
larger capacity wagons.and higher speeds necessitate corre- 
sponding improvements in the permanent-way and station — 
facilities, such as the use of heavier rails, strengthening of 
bridges, improvement of yards, enlargement of workshops, 
etc. The program of open line works has, therefore, to be 
sufficiently comprehensive. , 

Taking stationary equipment first, the expenditure 
incurred from year to year on the different classes of works 
compared to the total stood as shown in Table 6. The open 
line expenditure on stationary equipment amounted -to 
Rs. 4°66 crores, or 42 per cent of the total outlay in 1924-5. 
From this proportion there was a rapid increase to 80 per cent 
in 1926-7. During the succeeding three years, that is up 


TABLE 6. OPEN LINE CAPITAL EXPENDITURE ON STATE-OWNED 


RAILWAYS* 
Year Works and stores Percentage of total Percentage relation 
(Rs. in crores) annual outlay to 1924-5 
1913-4 9°30 56 200 
1919-20 9-28 è 67 _ 199 
1920-1 14°93 60 320 
1921-2 . 11:20 ' 48 240 
1922-3 6°77 42 14.5 
1923-4 7°69 45 165 
1924-5 466 . 42 100 
1925-6 `> 944 62 202 
1926-7 1674 80 359 
1927-8 17:21 - 6 ° 369 
1928-9 12°47 76 268 
1929-30 18:12 77 389 
1930-1 -` 5:29 ` 58 113 
1931-2 1-74 45 37 


* Compiled from the Railway Board's Report, Vol. I, of each yoar. 


to the end of 1929-30, the proportion was about 76 per 


cent. It came down during the next two years to 45 per 


cent. Apart from the relative importance of open line 
works as indicated by the percentages quoted, there was 
a substantial increase in the expenditure incurred from yeas 
to year. Taking the year 1924-5 as the base and expressing 
the expenditure during succeeding years as percentages of 
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SE x for that year, it is found that the appropriations 
oul ibled — — and almost quadrupled during the next 


ont —— 


sian brought the expenditure ase to 37 per cent during 
‘ 1931- 2. In the aggregate, out of a total amount of Rs. 122°89 
_ crores, Rs. 85-67 crores or 70 per cent were spent on open line 


improvements. These figures relate only to the capital funds 


| expended, and with the addition of the contributions from 


the depreciation fund the total works expenditure was very 
much more. . 

The classes of works undertaken in connexion with the 
programs of rehabilitation and improvement were multifarious. 
It is impossible to deal adequately with the multitude of 
major and minor schemes carried out, but some idea of their 
magnitude and character may be gathered from a brief survey 
of certain representative projects. Open line projects may 
be classified under ten heads, namely, 


(i) Doubling and quadrupling 
(ii) Improvement of rails and sleepers - 
(iit) Strengthening of bridges 
(jv) Remodelling of station yards and station facilities 
(v) Construction of staff quarters 
(vi) Workshops and stores and station buildings 
(vii) Plant and machinery i 
(viit) Electrification of lines 
(ez) Sidings, links and diversions 
(x) Other miscellaneous works. 


We may now proceed to review the works program under the 
more important heads. 


(i) DOUBLING AND QUADRUPLING 


It may be recalled that the most urgent problem in the 
early twenties was the rehabilitation and improvement of 
capacity. In accordance with the programs prepared, impor- 
tant schemes were taken up on the different railways to 
increase the capacity of the lines to handle additional 
traffic by doubling and quadrupling the track. The total 


è 
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length of the additional track laid during the period 1924-32 
was 227 miles on the broad gauge and 110 miles on the metre 
gauge.” — a 
© (ii) IMPROVEMENT OF RAILS AND SLEEPERS, AND STRENGTHENING 
| OF BRIDGES . 


= With the object of enabling the railways, more particularly 
the main lines, to carry additional traffic with efficiency and 
economy by utilizing heavier locomotives to carry increased 
train loads, programs of strengthening and improving track- 
work and bridges were co-ordinated so as to eliminate the 
sections of light track and weak girders on the main lines. 
Relaying and sleeper renewals were carried out on many 
sections of the railways.** 

Closely connected with the improvements in the permanent 
way was the program of strengthening the bridges. In 1924-5, 
the rebuilding of the Bassein Bridge was provided for at a 
cost of Rs. 14 lakhs. Allotments were made in 1926-7 for 


2 On the State-owned railways the additional tracks compared as follows : 


31 March 1924 31 March 1932 
Broad gauge 0 3,088 miles 3,365 miles 
Metre gauge ER 13D Ca. 249 ., 


Extensive works wore undertaken on most of the railways. On the Bengal Nagpur, 
the Anara-Kandra, Sini-Goilkera, Mohuda-Bhojudih-Gowai, Khargpur-Cossye,. Chakra. 
dharpur-Goilkera-M ur-Koil Block Hut, Bermo-Mohuda, Tatanagar-Khargpur, 
Manharpur-Kansbahal, mharia-Sini-Kandra-Sini, Korkai Bridge-Tatanagar, and 
Roopnarain Bridge sections were doubled. On the Bombay Baroda & Central India, 
the —— eae of the Grant Road-Borivli was taken up at & cost of about a crore of 
rupees. The Burma Railways doubled the Pyuntaza-Kyungon-Myobla sections. With 
a view to dealing with the coal trafice moving to the north, the East Indian doubled the 
Moghulserai-Gaya section of the Grand Chord; the other schemes were the construction 
of a second track on the Sone Bridge and the doubling of the line between Cawnpore and 
Tundla. On the Eastern Bengal, the Ishurdi-Gopalpur line was doubled and on the 
South Indian the Madras-Tambaram section. The Madras Suburban Improvements 
Project contained a number of doubling pehemes. On the North-Western Railway addi- 
tional tracks were constructed on the sections Deona-Chak Purana, Dina-Domeli and 
Mandra-Gujar Khan, The oclectrification program in Bombay included the provision of 
additional tracks, the last item being the line between Kurla and Rael. 

#} OF the many lines on which relaying was carried out, montion may be made of the 
Viram soction, agda-Muttra, Godhra-Rutlam-Negda, Virar-Baroda, Delhi-Bandikui- 
Sabarmati and Rewari-Bhatinda sections on the Bombay Baroda & Central India; on 
the Great Indian Peninsula, similar improvements were carried out on the Khundwa- 
Itarsi, Jubbulpore-Allahabad, Poona- tarsi-Sholapur, Bombay-Agra and Bhusaval. 
N ir sections. The Howrah-Khargpur and Barang-Waltair sections were relaid on 
the ngal Nagpur and the Parbatipur-Siliguri on the Eastern Bengal. Other instances 
of playing cone during the t-separation years were the Tundla-Etawah, Dinapore 
Division, Coalfields Area, Jha. ha-Moghulserai and the Howrah-Dehra Railway on thg 
| Indian; between Hubli and Castle Rock on the Madras & Southern Mahratta ; 
Delhi-Bhatinda and Delhi-Ambala-Kalka on the North-Western. 

A aleoper renewal program was proposed in 1031 at a cost of about Rs. 35 lakhs on 
cortain. sections of the North-Western Railway to the extent of 7,000 miles. 

` 
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% l - the regirdering of the Allahabad, Jumna and Upper Sone 
— Bridges on the E.I.; and the Sher and Sukkur Bridges on 
_ the G.L.P. Other bridges taken up during succeeding years 


were the Attock and Kotri (N.W.); Roopnarain (B.N.) ; 


Nerbudda, Sind and Chambal (G.I.P.); Ajmer, Sabarmati 


and Rutlam (B.B.&C.I.); Barakar and Dufferin (E.I.) ; Gorai 


(E.B.); Delhi-Jumna (N.W.); Sagaing (Burma); and minor 


bridges on the Sutlej. 


(iii) REMODELLING OF STATION YARDS AND TRAFFIC FACILITIES 


The station yards had to be brought into line with improve- 
ments in other directions, and large sums were allotted for 
the purpose. Their importance was brought home to the 
railway authorities during the pre-separation years. A 
systematic improvement of the yards secures acceleration 
of goods traffic and a quicker turn-round of wagons and loco- 
motives, with the result that less money will be required for 
the supply of these classes of stock, and a better service may 
be given to the public at a lower cost. Since 1924, the 
remodelling and rearrangement of the marshalling yards— 
which were long overdue and were most urgent requirements 
for better service and fewer delays in transit—were under- 
taken. The projects started included minor alterations in 
the smaller stations as well as most elaborate and expensive 
construction on the great terminal stations. It is impossible 
to deal adequately with even the more important of the schemes, 
The list of the works costing Rs. 20 lakhs or more will be found : 
in the appendices.“ The character of the improvements 
under this head can best be indicated by referring to one or 
two schemes. 

‘The remodelling of Victoria Terminus, Bombay, was one 
of the most expensive and elaborate schemes of the period, 
Traffic to and from Victoria Terminus had increased from 
36,776 trains in 1911 to 54,229 trains in 1922. The trains 
per diem had increased by 48 per cent, and the tickets issued 


* Seo Appendix B, 
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and collected by about per cent: In addition to this, 
monthly ticket-holders alone had increased by 90 per cent. 
Besides this suburban traffic, there was the additional traffie 
from the Harbour Branch. There was in prospect a con- 
siderable augmentation of traffic as a result óf the activities 
of the Development Board from the new industrial areas. 
Meanwhile the electrification of the main lines was under way, 


and to derive the fullest advantage the terminal facilities 


had to be increased to keep pace with the present and pros- 
pective demand. The scheme provided for sixteen platforms, of 
which four were allocated to suburban traffic, nine to long 
distance, express and passenger traffic, and three to combined 
parcels trains. The original proposals also contemplated 
facilities for the Bombay, Baroda & Central India Railway 
as well, but this part of the scheme was rejected. The improve- 
ments provided for sidings, arrangements for overflow stock, 
sidings for repair, washing, etc. Apart from these traffic 
facilities, the terminal as reconstructed was considered to. 
rival those ranked among the best in the world. 


A project different in character but almost equal in mag- 
nitude was that of the Cawnpore remodelling. In 1926 the 
Cawnpore Area consisted of a number of independent vards 
of several railways, namely, the E.L, G.LP., B.B.&C.1. and 
B.&N.W.. which worked into that area. The traffic faci- 
lities provided involved much overlapping, duplication, and 
delays, with unnecessary inconvenience to, the public. It 
was proved on investigation that the cost of working could 
be very much ‘reduced and services considerably improved. 
by the construction of a central sorting and marshalling vard, 
with transhipping and repacking sheds and a central passenger 
station where all passengers entering and leaving Cawnpore 
could be dealt with, and where an improved central parcels 
service could be inangurated with the aid of motor transport. 


+ 
$- 


Tas Proceedings of the Standing Finance Committee for Railways, Vol. I, No. 


~ PP. 14. 
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iB “A total annual saving of Rs. 8 lakhg was s anticipated from the 
— reorganized system.*4 , 






(tv) WORKSHOPS, STORES AND STATION BUILDINGS 


The increase in the ‘number of rolling-stock required to 
handle the additional traffic had outgrown the capacity of 
the workshops. The position as to the inadequacy of the 

workshop facilities was shown by the high percentage of rolling- , 
T stock under, or awaiting, repairs. Approximately one-fifth of 
* the stock was crippled because repairs were overdue en most 
of the railways. Every reduction in the stock remaining idle 
for this reason would imply a further step taken towards a 
better and more intensive utilization of vehicular equip- 
ment. The adoption of progressive workshop practice and 
improved machinery could enable work to We speeded up, 
and costs to be reduced. When the time during which rolling- 
stock is under repair is reduced, the cost of repair itself is 
lowered and the arrears can be overtaken. The program of 
modernizing workshops was thus an important part of the 
open line works program. In 1925-6 the railway workshops at 
Charbagh (Oudh & Rohilkund, now E.1.), Trichinopoly (S.1.), 
Dohad (B.B.&C.1.), and Perambur (M.&S.M.) were 
hand for remodelling. 


taken in 


In the following year the reorganization 
of the E.B. workshop at Kanchrapara and the G.I.P. shops 


at Jhansi was started. That year, 1926-7, also witnessed 
the appointment of a committee presided over by Sir Vincent 
Raven of the London & North-Eastern Railway to enquire 
into the possibilities of the reorganization of the workshops 
of state-managed railways and their improvement on 
co-ordinated lines. The results of the investigation were 
reported to have proved the necessity, at any rate for some 
years to follow, for heavy expenditure on workshops in general, 
In 1928-9 the Jamalpur workshop was also included in- the 
schemes and in 1934-5 the Khargpur power house. 


~ “i 


* — ita of the Standing Finance Committee for Railways, Vol, MI, No. 2, 
F pp- 1 
* 
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Among the notable instances of station building at terminals 


or junction stations may be mentioned Victoria Terminus, 
already referred to, the Central Station at Churchgate at 


Bombay, the reconstruction of other stations such as Cawnpore, 
Lucknow, Trichinopoly and Erode. 


3 (v) ELECTRIFICATION OF SUBURBAN SERVICES 


There was, during the early post-war years, an attempt 
to consider the possibilities of electrification of suburban 
services? The first scheme to be started was at Bombay 
and on 3 February 1925, the Governor of Bombay declared 
open the first electric railway in India, namely, the Harbour 
Branch section of the G.I.P., from Victoria Terminus to 
Kurla. The event marked the beginning of a new era for rail 
transport in this country. The G.I.P. Railway Project was 
only part of the three big schemes proposed for the electri- 
fication of the suburban services in Bombay, Calcutta and 
Madras. The Bombay scheme was sanctioned first and was 
taken up by both the railways radiating from that city, 
namely, the G.I.P. and the B.B.&OC.1. The main and subur- 
ban lines of the G.I.P. were first electrified up to Kalyan, 
and on the B.B.&C.I. from Churchgate to Borivli. The 
G.I.P. electrification was by stages completed by 1929, and 
on 31 March 1930, the track electrified amounted to 173:5 
miles. The main line electrification was done up to Poona 
by the end of 1929 and up to Igatpuri early in 1930. The 
difference that electrification made in the transportation service 
will be clear from one instance. Each rake of the electric 
train was designed to accommodate 1,000 passengers, or a 
third more than was possible in the steam-hauled rake. 
On the B.B.&C.I. the suburban lines up to Borivli and the 
main line from Grant Road to Bandra were also completed. 
Later, electrification was extended up to Virar. 

The scheme pertaining to Calcutta did not materialize 


but early in 1928 proposals for the electrification of the suburban 


services of Madras toole shape. The cost was estimated at 
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42-77 lakhs. ‘The — of a — pow wer — as on 
5 — aE ‘ailway, was given up in favour of an arrangement 
with th the Madras Electric Supply Corporation. The savings 
Datetbutable to electric, in substitution of steam, traction were 
-anticipated to amount to one lakh of rupees per annum. The 
scheme was completed in 1932. 25 
= There can be hardly any doubt as to the advantages derived 
~ from electrification : elimination of steam and smoke, greater 
acceleration, increased power on gradients, ‘automatic. signal- 
ling permitting a closer headway than with steam trains, 
= rapid reversal of suburban trains, etc. It was claimed that 
on financial grounds alone the advantages were considerable 
and it was quoted that any one could travel from Kurla to 
Victoria Terminus and back on a season-ticket at the rate of 
11 miles for oné anna, an example of cheap travel unequalled 
in the world. The progress of electrification by the end of 
1936-7 may be indicated by a few figures. There were on 
31 March 1937, 73 electric locomotives having a total tractive 
power of 2°16 million pounds, and 117 units of electric motor 
coach composites with a total seating capacity of 10,219. 
They accounted for over two million train miles on the three 
railways. 


ik 
sy 


(vi) OTHER WORKS f 


There were also other works of a minor character under- 
taken. Amongst these were the works intended to improve 
the conditions of the employees, such as the construction of 
staff quarters and welfare schemes. According to the estimated 
allotments for each year, the railways provided during” the 
first six years after separation Rs. 6) crores and during the 
succeeding seven years Rs, 24 crores on staff quarters. On 
welfare works the railways appear to have spent during the 
second period over a crore of rupees. 


Aa “= Proceedings of the Standing Finance Committee for Railways, Vol, LV, No. 7, 
TA pp- 20-30, 
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_ An entirely different object of expenditure is provided 
by the railway. collieries, which represent a total investment 
of more than Rs. 4 crores. The projects so far referred to 

R have been the major schemes undertaken during the period. 

=" ë Besides these were hundreds of smaller items of works under- 
taken by every railway. Large sums of money were spent 
by each administration for carrying out improvements in 
existing carriages, raised platforms, booking facilities, refresh- 
ment stalls, covered platforms, lower class waiting rooms, 
water supply arrangements for passengers, sanitary arrange- 
ments, etc. When even in a year of such an attenuat®d program 
of works as 1936-7, the expenditure proposed amounted to 

* Rs. 28 lakhs, the normal expenditure during prosperous years 
may well be imagined. | 

The capital outlay on open line works on the principal 
State-owned railways during 1924-32 may be seen from Table 7. 
The relative importance of the different classes of works 
may be judged only from the budget allotments in the absence 
of figures of actual expenditure. The final costs of some of 


the important works started” during the pre-depression 
TABLE 7. CAPITAL OUTLAY ON OPEN LINE WORKS FOR THE YEARS 
1924-5 ro 19031-2” S 
> (In crores of rupers) 
Year E.B. OE AE y N.W. B.N. B.B.C.I. M.S.M. S.L Others Total 
1924-5 019 2:13 O84 O48 232 L-87 oes Wai 2-14 I 1-08 
1925-6 oo 324 2-10 1-85 8 8= 1 5 1 a7 i20 I-38 95 L524 
1926-7 58s Paa t 2:02 S40 8S4 Kir p I-14 L-17 Pah AST 
1927-8 l-42 3:79 4°08 ih 99 2-03 LIT r43 l-53 3I-AN 
1928-9 1-17 3244 KIRLE) 2-44 OG 1-05 1:07. 130 l5 16°45 
1929-30 153 2°32 3:4 8'92 16a 1-44 | Sz Ilo 1 a7 25°07 
1930-1 0:72 BE l-54 w73 O45 1°37 iSi 1-23 bil lo 
1031-2 wid iat wae 023 O36 al wes OST Paz 4) 
TOTAL ose 1910 To 68) 27°95 $70 8 12°26 ss 866 1107 TERT 
4 1032-3 wio Oak w72 ios iia THE: THA CT ir it ao ia 
193444 — (42 —-0'67 —1°I9 p20 Oot wos Os os wos 227 
1934-5 rile oo 042 o3 es 0:23 wile ws 22 Oy 
` 1935-6 red l-32 was rao iad ila 921 Gls Tae err 
1036-7 012 ives es i wie vos ioe Ow 0-20 Le 5 
TOTAL, z Py 10 | Tr l 3°23 ee wl ian 4s 9 va TATH: at m 








* Compiled from Railway Board's Report, Vol. I, for oach yoar. 






‘a 


* 


a 
— 
u 
— 


7k ae MOBILE EQUIPMENT 


a 3 - 
dix. ~ 
è — 
J 


F -The mobile equipment of railways, usually referred to 
as rolling-stock, consists of locomotives, coaching vehicles, 
goods wagons and other vehicles, all intended for moving 


; | j ; s s — 

_ traffic. With the increase of Open line facilities it was 

_ possible to make use of heavier locomotives, larger capacity 

‘wagons and other vehicles. The additional capital invested 

+ he ? . e l 

in the purchase and renewal of rolling-stock amounted during 

1924-32 to Rs. 37°22 crores. This amount has to be considered 

= along with the expenditure already incurred during the five 

years 1919-20 to 1923-4, namely, Rs. 43°76 crores on capjtal 
account. 

The progress of expenditure on rolling-stock during this 
period, the proportion to the total annual capital outlay on 
open lines and the percentage’ yariations are stated in 
Table 8. The proportion of expenditure on rolling- 
stock was 58 per cent of thé outlay on open line works in 
1924-5. In two years it came down to 20 per cent. During the 

TABLE 8 PROGRESS OF CAPITAL EXPENDITURE ON 

ROLLING-STOCK * 
Expenditure on Percentage of Percentage relation 
Year rolling-stock total open line to 1924-5 
(Rs. in crores) capital 
1913-4 7 ol 44 114 
1919-20 4-56 3: 71 
1920-1 10-15 40 158 
1921-2 1002 +7 — 156 
1922-3 9:52 58 148 
1923-4 9-51 55 148 
1924-5 42 58 100 
1925-6 580 38 ~ 90 
1926-7 4°15 20 64 
1927-8 5-37 24 a 84 
1925-9 408 24 62 
1929-30 5-55 T. 86 
1930-1 38] 42 59 
1931-2 2°16 55 34 
* Seo Appendix C. 
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nd completed in the last decade are given in the 
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next three years, 1927-30, capital expenditure on rolling-stock 

amounted to only 24 per cent of the total annual appropria- 

tions. The sudden decrease in. expenditure in 1931 and 1932 
~ on works raised the proportion of the capital outlay on 
rolling-stock to a higher percentage, namely, 42 and 55 per cent 
respectively. On the whole there seems to have been a certain 
steadiness about the rolling-stock expenditure. If we take 
the amount spent in 1924-5 as the base, the expenditure during 
the succeeding seven years indicates a general decrease. The 
capital spent during the earlier period, 1919-24, was much 
larger, due to the effects of the post-war rehabilitation program. 


It would be interesting to consider the physical assets 
which have been added to the railway systems as a result 
of the additional investment on rolling-stock. It is possible 
to attempt here a more definite estimate of the increased assets 
than could be done in regard to the other classes of open line 
works. The statistics of rolling-stock on Class I railways 
as on 31 March 1924 and 1932 are given in Table 9. 

There was a substantial increase in locomotive power. 
Although the number of locomotives on the broad gauge 
recorded a decrease in 1932, tractive effort went up by 9 million 
lbs. On the metre gauge railways there was an increase in 
the number of both locomotives and tractive power,-to the 
extent respectively of 56 locomotives and 7'6 million lbs. of 
tractive effort. Expressed in percentages, the increase in 
locomotive power was 7 per cent on the broad gauge and 23 
per cent on the metre gauge. This implies that railways took 
advantage of the program of renewals and replacements to 
secure the substitution of better, types of locomotives. 


The next class of assets consists of passenger carr iages or 

the coaching stock. The position with regard to this is impor- 

tant for two reasons: (firstly, passenger traffic accounts for 

a considerable portion of railway earnings, and secondly, there 
= awere serious complaints as regards overcrowding and inadequac 
— of accommodation in the lower classes. On the broad gauge 

—— there was a reduction in the number of units, but this was 
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++ TABLE 9.  ROLLING-STOCK ON 


INDIAN RAILWAYS 


(Chass I Rartways) 


— — DURING THE POST-WAR PERIOD 


Motre Gauge 


56 
TU 


— 5 


— Broad Gauge 
31 March 31 March è 
1924 1932 + or- % 1924 1932 
Steam locomotives : 3 
ber 0.564 5.860 704 “so 2715 3771 
Tractive effort 366 “1456 wo 107 J28 404 
(lbs, in millions) 
: focomotitex + 
Number nis un 1! ee 5 
Coaching vehicles + 
Number (in units) 10.091 10,003 — NN Das 7.77 7.081 
Seats by classes : * 
First 21,802 25,398 3,596 li 10.089 11,004 
Second 40,724 44,004 4.240 i10 13.261 14,885 
Inter 48.837 67.0850 — 18.243 137 9.547. L2, 
Third 567,328 G89,.265 121,037 121 321,242 379.814 
Other vehicles 3.527 3,817 290 108 1,376 1,436 
Goodawagone : 7 
(io thousands) 
Covered wagons : 
Number n54 - 04°3 — 1> 99 37°60 48-0 
Capacity (in tons) 1.9003 1.9090 87 100 432-0 600-2 
Open wagons ; 
Higzh-sided : 
Number 3774 37°3 — 0*1 100 2-4 rO 
Capacity (in tona) 7519 7907 I&S 105 29°3 46-3 
Low-sided : 
Namber sp 50 — 2+0 75 4-0 5.4 
Capacity (in tons) 136:0 119:9 —1071 Rg 50-0 69.2 
Special wagons : j 
Number 103 12s 2°5 124 6-2 6.5 
Steam coaches i: 
Number T 13 13 7 
Seats tr. 1,113 1,113 623 
Electric motor coaches : 
Number u3 3 17 
Neate 0.248 9,248 R 720 
Service vehicles : 
Number 1,55 4,270 725 120 2.4232 3,866 
Road motors + 
Number RI 81I £ : 7 
Fail motora : ó 
Number 43 2 -4l ka 9 4 
more than offset by the increase in seating capacity. 


i . 
+ or — % 


102 
123 


44 


As 


passenger traffic is handled in four different classes of service, 
namely, first, second, inter and third, the additional seating 
capacity has to be examined in the light of the effects on the 
accommodation provided under each of these divisions. On 
the broad gauge, the additional seats provided, as compared 
to the number in 1924, amounted to 3,596, 4,240, 18,243 and 


121,937 ; 


or increases of 16 per cent, 10 per cent, 3% per 


sent, and 21 per cent respectively for first, second, inter and 7 


third classes. 
trend. 


ae 
i 


On the metre gauge there is to be seen the same 
Besides an increase in the number of units to the 
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extent of 5 per cent, seats provided during the period 
advanced by 915, 1,624, 3,253, and 58,572, or increases of 


` 9 per cent, 12 per cent, 34 per cent, and 18 per cent respectively 


in first, second, inter and third classes. 

The number of goods wagons on the broad gauge showed 
a decrease, but capacity in tons was maintained in all 
classes of stock, excepting low-sided wagons in which 
there was a decre both in number and capacity. On 
the metre gauge, More was a general advance all round, 
but improvement in capacity was greater than in number. 
The position with regard to other classes of stock will be 
found from the statistics included in Table 9. 

Mention must also be made of the new classes of rolling- 
stock which followed the introduction of electrification, such 
as electric locomotives, electric motor coaches, etc. A certain 
amount of additional stock represents the demands of the 
new lines constructed during the period. But even allowing 


for the requirements of new lines,’ the present equipment 


represents a much larger capacity than is indicated by the 
figures, owing to the higher standard of operating efficiency 
attained and the effects of various changes in organization 
and operation such as pooling of wagons, improved marshalling 
yards, terminal facilities, stronger bridges and track, enabling 
higher speeds and larger tonnage to be reached, the introduction 
of more efficient train control, ete. 


NEW CONSTRUCTION 


We may now proceed to consider the capital expenditure 


_ineurred during the post-separation period on the construction 


of new lines. Before 1924-5, new construction was less 
important and urgent than the improvement of open line 
facilities, and funds, as was stated earlier, were provided only 
for the completion of the lines under construction. An 
important change came about with effect from 1924 in the 
policy of the Railway Board as regards capital expenditure. 

The cost of new construction during the post-separation 


years is given in’ Table 10, showing the capital outlay for each 


f—15146 
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TABLE 10. CAPITAL OUTLAY ON NEW CONSTRUCTION* 


2 TRENE Capital outlay on New Lines Percentage to total 
— (Rs. in crores) outlay during the year 

1913-4 1-86 10-1 
1921-2 2'11 9-0 
1922-3 274 14-4 
1923-4 2°51 12-7 
1924-5 2:39 17:7 
1925-6 4-01 20:8 
1926-7 6-27 23-2 

' 1927-8 OSG 30:4 
1928-9 8-96 35-2 
1929-30 6:51 21-5 
1930-1 4-11 31-1 
1931-2. 2-79 41-7 
1932-5 0-57 + 
1933-4 0:22 t 
1934-5 018 i 70-2 
1935-6 029 11-2 
1936-7 i 5 


* Railway Board's Reports, Vol. I, for tho respective financial years. 
+ Owing to credits under open line works, the grand total figures for the year, including 


— the Pi t of néw construction was only Rs. 7 lakhs,- 
16 


= 


grand total for the year was a minus figure of Rs. 2°05 crorea for the reason 
— above, 

Note the trend of expenditure on new lines. The funds 
devoted to construction increased sharply during 1925-6 to 
1929-30, the year in Which the cost of capital proved to be 
too high to make investment in railway construction remunera- 
tive. The total amount of expenditure incurred on new rail- 
ways from 1924 to 1932 amounted to Rs. 44°90 crores. The 
physical assets measured in terms of route milage added 
during these years are given in Table 11, which shows the 
progress of the milage opened for public traffic. In judging 
the character of the activity in construction, account must 
also be taken of the new lines under active construction during 
the period, which were distributed as indicated in the same 
table. 

- The rapid*increase in construction-activity since 1924-5 
is remarkable, That activity was well maintained for a period 


_ of five years, 1924-9, over all gauges. After’ 1929 is recorded 


‘ 


h i-e 
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ACTIVE CONSTRUCTION* 


MILAGE OPEN TO PUBLIC TRAFFIC 


TABLE 1l. 
Yonar 
Broad 
1923-4 25334 
1924-5 81-91 
1925-6 144-35 
1927-8 224-55 
1928-9 476°22 
1929-30 326-50 
1930.1 3006:13 
1931-2 308-06 
1932-3 17779 
1933-4 2°65 
1934.5 w30 
1935-6 L-54 
1936-7 i 


a drop on all railways both in total milage opened and 
These features of new construction are 
In 


under construction. 
to be interpreted in the light of certain considerations. 
1923-4, the Railway Board investigated the prospects of a 
large number of projected railways. 
to push forward the construction of all schemes likely to prove 


Metre 
155-11 
149-90 
145-09 
128-25 


* Railway Board's Report, Vol. I, for each year. 


remunerative. =" 


Narrow 
21:67 
1-7 
51-29 
11°60 
141-39 
208-00 
73°49 


140-54 


in the following words : 


‘The improved financial position of railways resulting from the sepa- 
ration of finance has enabled the Railway Board to adopt a boJder policy 
The problem has been dealt with 


Total 
430°12 
233-48 
340-76 
420°77 
099-14 

1.282-15 
81207 
57309 
To 
30592 

11-08 
7i-oo 
LIOSI 
12:50 


in the direction of new construction. 


on the basis of examining the whole country in separate areas roughly cor- 
responding to the areas served by different railway administrations, and 
continuous programs of survey and construction are being prepared which 
are subject to revision each year in the light of the co-ordinated recom- 


NEW LINES OPENED TO PUBLIC TRAFFIC AND LINES UNDER 


MILAGE UNDER ACTIVE CONSTRUCTION 
Metre | 


Broad 
426-00 
658-56 
1,01613 
930-26 
1.429081 
1.37566 
730-77 
488-00) 
17582 
0-34 


= 
=. 
. 


308-24 
455-69 
1,11524 
1.20097 
1,82061 
1,288°74 
457°51 


Narrow 
24°78 
53-51 
315°23 
360°21 
ITS H 
231-77 

69°29 
120°36 


> = 


Total 


75902- 


1,20076 
2,44660 
2,55144 
3,628°76 
2.89017 
1,25757 
80085 
317-51 
30655 
5037 
13864 
64-44 
62-98 


In 1924-5, it was ‘decided 


The report for the succeeding year stated 
the policy and attitude of the Railway Board even more clearly, 


mendations of the local governments and the local railway administrations. 
In order to deal more expeditiously with the increased program of con- 
struction, the organization on those railways with heavy programs has 
been improved with the appointment of special chief engineers with addi- 
tional construction staff. The total milage of projects which the Railway 
Board have either sanctioned or were having investigated by the end of 
March 1926 amounted to between 6,000 and 7,000 miles, and it is hoped 
that when all arrangements in this direction are ia full swing, the total yearty 


© Railway Board's Report 1024-5, Vol. I, p. 35, 





— 
-0 . 


Ww 
m, 
7 
f 





addition to the milage — Railways will be in the neighbourhood of 
1,000 miles” (Author's italics.) 


In the following year, 1926-7, the Railway Board, observing 


-how their efforts materialized into the production of a five-year 


program of construction by each of the larger railways subject 


= to annual revision, stated with confidence that 
We 


‘Since the sum of the total additional open line milage shown (in the pro- 
grams) amounts to over 7,000 miles at the end of the quinquennium, there 
appears to be no reason why the anticipations in last year’s report in regard 
to an annual addition of 1,000 miles to the ‘open milage of Indian 
Railways should not be realized.” 


These extracts from the annual reports of the Railway Board 
convey some idea of the policy and psychology behind 
the program of new construction during the period. The 
Railway Board adopted certain principles in connexion with 
the preparation of the programs for the construction of new 
railways. The report for 1926-7 described how the Railway 
Board laid down certain standards of construction and how 
‘with the standards now laid down it would be possible to 
choose one which will suit the’ traffic expected and give a fair 
return in almost every case unless the nature of the country 
is such as to preclude the construction of cheap railways or 
there are special reasons which make it impossible for any 
railway to compete successfully with road traffic.’*° 

The progress of new construction during the period is- 
indicated by the figures in the last table. In examining the 
projects sanctioned and works started, the statistics of the 
lines under active construction in the earlier years show the 
extent of milage -taken in hand. In 1923-4, the last pre- 
separation year, the lines under active construction amounted 
to 760 miles. In 1924-5, they increased to 1,201 miles. During 
the next two years, the milage under construction more than 
doubled, the total length amounting respectively to 2,447 
and 2,551 miles. The highest. figure was touched in 1927-8 


™ Railway Board's Report L925 FO, Vol. I, p; 28. 


= Railway Board's Report 1026-7, Vol. I, p. 34. 
w Ibid. por i p 
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when the total milage under construction rose to 3,629 miles. 
The next year witnessed a slight reduction to 2,896 miles and 
thereafter the decline was rapid. In 1929-30 construction 
slowed down considerably to less than half the milage of the 
previous year, namely, to 1,258 miles, and in the next two 
years it came down to less than 40 miles. The new railway 
lines were chiefly additions to the broad and metre gauges and 
were approximately of equal milage. 

Turning now to the lines opened to public traffic, we find 
that during the first two years, 1924-6, the railways concerned 
were chiefly those started before 1924. The construction 
and completion of a new railway naturally takes time, and 
the effect of the new policy began to make itself felt only in 
the year 1927-8, when the milage opened increased from 233 
miles to 700 miles. In the following year it increased to 1,282 
miles. Thus the ambition of the Railway Board to attain 
an annual addition of 1,000 miles to the open milage mate- 
rialized only three years after the introduction of the policy 
directed to secure it. But in the very next year, the pace 
could not be maintained and the new lines opened amounted 
to 812 miles only. During the succeeding two years, the 
additions came down to the neighbourhood of 570 miles and- 
in 1932-3 to 306 miles. The lowest point was touched in 
1933-4 when the additions were only 12 miles. The total 
milage opened to public traffic during the period 1924-32 
was 5,360 miles, off which 2,400 miles belonged to the broad 
gauge and 2,300 miles to the metre gauge. 

It is interesting to examine the extent of increased milage 
brought about by the new construction programs on the indivi- 
dual railway systems. In Table 12, the route milage of each | 
railway on 31 March 1924 and 1932, the net additions and 
the percentage increases have been given. It may be seen 
from the figures that the increase in route milage is more evenly 
distributed among the state-managed railways than among, 
the company-managed railways. The length of two out of 
the five state-managed lines increased by more than 20 per cent, 
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_. The East Indian and the Great Indian Peninsula stood lowest, 
tn: with an addition of only 10 per cent in their milages. The 
any North-Western Railway had the largest increase, and with 
_ the acquisition of the Southern Punjab Railway," it had 
= an increase of 22 per cent. The Burma increased in size by 
= 2] per cent and the Eastern Bengal by 13 per cent.. . 


l A TABLE 12. PROGRESS OF ROUTE MILAGE ON 

7 STATE-OWNED RAILWAYS* 

f y Route milage on 31 March 1924 Routo milage on 31 March 1032 
Railways Single Double Treble Total Single ©% Double Treble Total hr“ 

s track track track track Inc. track track Inc. 

t: A.B. 1,049 = — 1,049 1,306 24 cn * 1.306 24 

B.AN.W.t 2.052 LO 2% 2,062 2,103, 2 10 sa 2112 2 

N. , 2,779 161 è 2.930 3,166 i4 ° 251 T $417 10 

B.B.&C.I. 3,523 258 4 3,755 3,682 4 42 1% 3,944 4 
M.&S.M. 2,007 44 os $041 3,178 th 48 4 3,230. U 
S.L 1,876 * 1876 2,474 32 5 16 2.495 33 
Burmat 1.577 119 a 1.605 1,850 17 207 “3 2,057 21 
E.B. 1.505 139 24 1,728. 1,772 13 153 23 1,947 13 
as 3,132 759 54 3.945 3,400 0 S86 ül 4,348 10 
G.LP. 2586 774 30 3,359 2,019 I3 773 33 3,725 10 
N.W.|| 4.005 803 ae 5,828 6,211 25 882 .. 7.092 22 
Jodhpur 858 os “ 858 977 l4 cc os 977 I4 
N.S.4 a44 I8 bs 962 1,220 29 18 oa 1,238 29 
R.&K.t 571 * 571 570 l >o STI 


* Railway Board's Report, Vol. I. 

+ Company railways included for purposes of comparison. 

t Became state-managed in 1929, i 

é Figures for 1925-26 includes the O.& R.Ry. which was merged in the system in 1925. 
| Includes the Southern Punjab Railway taken over by the State in 1030. 

© Indian State line included for comparison. 


As regards company-managed railways, the South Indian 
extended its system By about a third and the Assam Bengal 
by about a quarter. The Bengal Nagpur added to its 
length a sixth of its total milage in 1924. The Bengal & 
North-Western, the Bombay Baroda & Central India and the 
Madras & Southern Mahratta showed comparatively small 
increases, namely, 2-4 per cent on the first two and 6 per cent 

- omthe last. It is interesting to observe that these three 
railways have been precisely those lines which have been 
financially successful, and maintained surpluses even 
during the lean years of the depression. The explanation 





< a The Southorn Panjab Railway, extending from Delhi to Samasata, from Ludhiana 

_ Yo MeLeodganj, from Jullundur to Firozepur and from Kasur to Lodhran, with a total 

milage of 927, was the property of the Southern Punjab Railway Company and worked 

by the North-Western, On 1 Jan 1030, it was purchased by the State at a coat of- 

- - ete 7 crores approximately and made an integral part of the North-Western Railway 
ysterm. * 
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may in part be that the uneven distribution of newly 
constructed lines among the different railways represents an 
attempt to extend railway facilities to regions inadequately 
served before. But even granting this, one cannot help ven- 
turing the observation that the management of the paying 
lines might probably have had doubts about the financial 
return from new construction. 

These were the principal features of the program of new 
construction started since the separation. The projects included 
in the program of each railway up to the year 1931 and to the 
end of the financial year 1936-7 are given in the appendix. 

The policy of capital expenditure started during the post- 
war decade and crystallized during the post-separation years 
was subjected to a great deal of criticism. The Railway 
Retrenchment Sub-committee, who investigated the entire 
financial position of the Indian railways in 1931, entertained 
grave doubts as to the soundness of the new construction 
program. They said : 

‘In quite a number of cases the original estimate of expenditure has 
been considerably exceeded, while, on the other hand, and partly for this 
reason, the net return has been much less than anticipated. In some cases, 
it seems, at present, impossible to expect that the return originally anti- 
cipated will be obtained in any reasonable length of time. This is, no doubt, 
partly due to the world-wide economic depression, but from the statement 
one gains the impression that the railways in the first flush of having un- 
limited funds at their disposal, commenced new constructions on“too opti- 
mistic estimates. As regards estimates there are over a dozen instances 
when estimates have been exceeded by over 20 per cent." 


Let us now consider how far the charge of starting pro- 
jects on too optimistic estimates is justified. For conveni- 


ence of discussion, attention may first be given to new 


construction. 
FINANCIAL JUSTIFICATION OF NEW PROJECTS 


The principal question raised with regard to the new con- 
struction programs concerned their financial justification. The- 


TN Report of the Railway Retrenchment Sub-Committee, October 1931, para IIR, 
p- all - 
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~. USUA procedure in regard to new projects is to prepare esti- 
= mates of the costs of construction and forecasts of revenue 

kot, —— e TA a A P, = * 

= expenditure, traffic and revenue earnings, from which data - 
= i will be decided whether the lines will pay or not. If it is 
_ -found that they would, funds are provided and construction 
* started. The instances of construction during the pre-separa- 






tion period indicate a disappointing record for many lines. 
* The earnings of the new railways had fallen far short of the 
estimated financial return on capital.** These instances suggest 
hs the necessity for a careful examination of the record of new 


construction since 1924. In an attempt to appraise the earning 
capacity of new lines opened for traffic, there are unfor- 
tunately very little data to proceed upon. When once the 
lines had been opened for traffic, they were merged with the 
main lines and the earnings were not accounted for separately. 
It thus becomes impossible-to ascertain if the estimates were 
correct and if the expected earnings were realized. Recently, 
however, attempts have been made to keep separate records 
of the performance of new lines, but this does not help 
one in appraising the financial position of the lines opened 
during the first six years after separation. 

There is also another difficulty in the case of recent con- 
struction. Usually the railways calculate upon the probability 
that a new line will attain maturity in five years, that is to ` 
say, will become remunerative on the basis of the traffic expected 
five years after the line has been opened. No line sanctioned 


. = ™ Cf: ‘Railway estimates appear to have a habit of falsifying themselves to an 
inconvenient extent. For instanco, according to the History of Indian Railways and the 
statements referred to in the replies given in the Assembly to unstarred questions No. 231 
of 31 January 1922, No. 247 of 6 February 1922, and No. 4 of 6 September 1922, the Katwa- 
Barbarwa Railway was expected to carn nearly 6 per cent, but never earned more than 3 
per cent; the Dasghara-Jamalpurganj promised a return of 5°33 per cent, but newer 
geve more than 2-1 per cent; the Ahmadpur-Katwa was estimated to yield- 4°60 per 
cent, but the actual yield never roso above 2°36 per cent; the Bankura-Damodar River 
was expected to give 5 per cent, but never gave more than 2°32 per cent: the Burdwan- 
Katwa was caloulated to produce 4°84 per cent, but tho actuals show an average return 
of only 1-84 per cent; the Trans-Indus promised the bounteous return of 74 cent but- 
in actual acl eerie yielded O68 per cent in 1013-4, 0°20 per cent in 1916-7, and 
regular doficite in other years, until in 1920-1 the deficits amounted to over Re. 18} lakhs; 
the Arakan with no traceable promise of return ia loaded with rantecs aggregating 

2 5% per cent, but in actual working it has always shown deficits which now amount 

i to over Ra. 50,000 a year; while in respect of many other now railways no record at all 

in kept of the — pg ———— —* makes it impossible to ascertain how the 
actuals comparo emt in . anwa fe 

of India Society, Poona, 1924, pp. 83-4, Fisy oe — 
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after 1924-5 had completed this period of five years before 
the commencement of the depression and the great bulk of 
the lines were open for a much shorter period. Meanwhile 
the depression set in and upset all calculations based on the 
assumed continuance of normal conditions. 


But one test may be applied to check “the estimated 
remunerative prospects of the new lines completed. The 
anticipated earnings of a projected line may be justified by 
the estimated traffic prospects only when the actual costs of 
construction do not exceed materially the estimated capital 
expenditure. If the estimated capital cost of a new railway 
is Rs. 40 lakhs and the estimated percentage return on the 
capital outlay is 6 per cent, the actual percentage return will 
be halved if the cost goes up to Rs. 80 lakhs. The examination 
of our railway accounts by the Public Accounts Committee 
and the Railway Retrenchment Sub-Committee and their 
scrutiny of the policy of capital expenditure during the eight 
years after the Separation Convention, brought to light several 
instances of such excesses over the estimates. In Table 13 is 
given a list of certain new railways completed during the period 
under review on which the actual expenditure exceeded the 
estimated costs by more than 15 per cent. 

It; will be observed from the table that ten of the projects 
exceeded their original estimated costs by more than 
a third. On one of the railways included in this group, namely, 
the Kangra Valley Railway, the capital cost was more than 
twice the estimated cost: as against an estimate of Rs. 134 
lakhs, an expenditure of Rs. 296 lakhs was actually incurred, 
representing an increase of 121 per cent over the original 
anticipation. For another project, the Calcutta Chord Railway, 
the actual expenditure was Rs. 320 lakhs as against an estimate 
of Rs. 179-90 lakhs. Similarly the Pegu-Kayan was sanctioned 
on an estimate of Rs. 34°52 lakhs and on completion the ex 
penditure rose to Rs. 54°29 lakhs, an increase of 57 per cent, 
It is obvious that the financial return based on the lower figures 
can never be realized when the actual expenditure is increased 

10—15148 | 
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TABLE 13. MORE 


DURING THE POST-WAR PERIOD 


IMPORTANT NEW CONSTRUCTION PROJECTS SHOWING 
EXCESSES OVER ESTIMATES* 


ages : , (Rs. in lakhs) 
-Name of project Dateof Dats of Estimate Actual Return Actual %f 
fg 8 sanction opening Rs. exp’re expected Return 
j Rs. Rs. % °° 
Moulmein-Yeo 1922 16-4.25 75°87 92°68 * is 122 
Pegu-Ka a 16-1-2324 15-1-27 34°52 64-29 4-6 157 
ibsag ~Khawang © 5-2-24 10-11-27 26:92 31:96 59 2-6 119 
— Saddi. 14-4.25 1-8-28 27:37 3161 7'0 od 115 
indigul-Pollachi 28.4-25 19.11.28 71:71 87-82 6'3 oo) 122 
Caleutta Chord 93-7-25 31-1-31 179-90 31997 F “se 178 
Tumsar Road-Tirodi 11-7-25 15-2-30 30°77 45°02 10:0 DA 146 
Gudivada-Bhimavaram 17-12-25 17-9-28 28-6) 40°81 aif a6 143 
Nidadavolu-Narsapur —— — * 54°44 60-73 6 1 128 
& 3-2.29 
Madura-Bodinayakanur 28-12-25 20-11-28 44°17 55:30 87 5'5 125 
Kangra Valley 1-3-26 l -4-2 134°00 29505 2-8 — 1 221 
Kyan Thongwa 26-1-26 15-12-28 11°11 L431 10-8 era 129 
Dhamuah-Laxmi- 12.1-27 15-12-28 37°38 40-34 70 —1 9 142 
kantapur 
Kushab-Chak Jumra 21 “2/4. 21-1-28 121-05 149-50 Hi) p 124 
— 27 
Purnea-Murliganj 16-8-27 1-10.29 25.00 3090 6:6 46 1321 
Qilla Saifulla-Fort 16-8-27 15-7-29 46°23 56:50 Me — 122 
man Extension x 

Abdulpur-Nawabganj 12-10-27 11-2-30 63-93 84-30 5-2 — 132 
Salem-Mocheri 10.3.28 15-4-29 10:63 13-54 — 27 127 
Kalukhali-Bhatiapara 10-1-28 1-12-31 41°40 57-02 ao Å 138 
Pollachi-Palghat 13-6-28 1931-2 30-37 51790 5:2 ~ 132 


Source: Report of the Railway Retrenchment Sub-Committee, October 193]. 
+ Percentage relation of the actual expenditure to the estimates. 


by 50 or 100 per ‘cent.** If-this is the record of the 


- capital costs for these lines, in view of the comparative 


rigidity of economic organization in the territory served by 
them and the inherent resistance of the population to sudden 
changes, the performance even after five additional years 
cannot come up to the standard of the estimated rate of return. 
It is thus impossible to say what the actual position has been 
with regard to the lines completed since 1924 without a detailed 
enquiry into the financial history of the new railways. 

The principal factor which was responsible for financial 
miscalculations in carrying out the programs of new construc- 
tion was the plethora of funds sanctioned and the assurance 
that no difficulty need be apprehended as to the availability 
of sufficient money to meet the costs of extensions and im- 
provements. We have already seen how during the two pre- 


™ Purthor details of the loss flagrant instances will be found in Appendix D, 








CAPITAL EXPENDITURE DURING THE POST-WAR PERIOD 75 


separation years, 1922-4, the railways failed to spend a large 
portion of their allotments and how by the time separation 
was introduced if was gradually realized that even the program 
revenue expenditure of Rs. 150 crores would have to be left 
largely unutilized. The principle which dominated the situa- 
tion was not so much the grant of funds to meet a definite 
expenditure : it was, in fact, one of the grant of as much funds 
as could be spent by the railway administrations. It is, there- 
fore, not surprising that under such circumstances the spending 
departments put forward diverse schemes towards betterment 
and new construction. The problem of differentiating between 
the essential and the non-essential, the urgent and the develop- 
mental, or the immediate or future improvement, arises only 
when the funds available are strictly limited and have to be 
apportioned amongst those schemes which promise the maximum 
utility and return. If they are not limited, it is inevitable 
that doubtful as well as sound projects should find a place 
in the programs of railways. 

. The effect of this factor is to be traced in the budget 
estimates. The appropriation accounts of the separation year 
itself reflected these tendencies. The Public Accounts Com- 
mittee of the Central Legislature discussing the accounts of 
1924-5 stated : 

‘There seems to be an incurable and on the whole laudable habit among 

officers charged with the duty of spending money on carrying out public 

works of being over-sanguine as to their capacity to spend during a given 

period."* 
The budgeting of capital grants for three successive years 
had already proved meaningless as the actual expenditure 
fell far short of the budget grants. The Railway Board realized 
that the Agents of railways had: asked for much larger funds 
than they could hope to use. Consequently, it was found 
that there were in the railway accounts 


‘evidences of a tendency to over-estimate expenditure i in the preparation | 
of demands for grants, which are afforded by numerous instances brought 


* Public Accounts Committee Report 1924-25, Vol, I, p. 10. 
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to notice. ....This tendency to over-estimate is particularly noticeable 


* 6) in the provision made for establishments, and (6) in the sums entered 


under heads relating to expenditure on works whether chargeable to 
capital or to revenue,’ 


The inability on the part of the railways to spend the! funds — 


allotted also had other adverse reactions on the financial 


position of the Government of India. The Government of 


India borrowed money on capital account for railway purposes. 


If the entire amount was not utilized, Government would 
have to incur loss on account of the balance on which interest 
would be payable. ` 

To avoid these difficulties, the Railway Board_ hit upon 
the system of ‘over-allotment’. According to this system, the 
estimates submitted by railway administrations were reduced 
by means of lump cuts, but they were told to pay no attention 
whatever to the lump cuts : they could spend up to the amounts 
they had themselves asked for in the budget. The idea behind 
this was that the Railway Board, on the experience of 


previous years, anticipated that the railways would not be 


able -to use the entire amounts they had asked for and made 
a lump sum reduction, which they considered might be the 
amount of underspending. S Hats 

The system of over-allotment was tried for three years, 
1925-8. According to the arrangements introduced during 
this period, the Agents’ estimates were fully sanctioned, but 
as the Railway Board allowed for some savings on these, they 
presented in the Railway Budget a reduced grant. A glance- 
at the following figures?” will indicate how the system worked. 


(Rs. in crores) 


Railway * of Excess of + or — 
Agents’ Board's Agent's Agent's compared to 
Year estimates estimates Actuals estimates ostimatos Budgot estimates 
Rs. - Rs. Ka, Ka. * Rs. 
1925-6 2-07 22-00 19:25 G0 12°82 40 — 365 
1026.7 34°55 20°00 27°14 78 744 22 +l- 
1927.5 3077 25°00 32°44 #2 733 18 +744 


»* Public Accounta Committee Report 1924-5, Vol. L, 


p- 
* Figures are taken from the momoranda on the Hailey Budget for the yours 
referred to, 
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In 1925-6 the Railway Board fixed the amount of the capital 
grant at Rs. 22°90 crores, as against the Agents’ estimates 
of Rs. 32:07 crores, and there was shortspending to the extent 
of Rs. 12°82 crores on the Agents’ estimates and Rs. 3°65 crores 
on the Railway Board’s estimate. There was overspending 
in the next two years amounting to Rs. 1:14 crores and 
Ks. 7°44 crores.respectively on the budget estimates, but still 
underspending as compared with the Agents’ estimates, to the 
extent of 22 per cent and 18 per cent respectively of what. 
they had asked for. On these bases, obviously there can be 
no meaning or value to the budget. If the budget is an instru- 
ment of ensuring control over expenditure, the very assump- 
- tions of the over-allotment system militated against the objects 
sought to be attained by a budget. Under the principle 
of over-allotment, the budget is less an estimate of the proper 
prospective expenditure than the Railway Board's estimate 
of the capacity of the railway administrations to spend. “The 
principal difficulty with which we are now confronted,’ com- 
plained Sir Charles Innes in his budget speech for 1926-7, ‘is 
that of spending the money—that is, of executing rapidly sanc- 
tioned projects.” This explains the sudden expansion of the 
agencies for construction and the desire to speed up the com- 
pletion of works. Throughout the railway papers. of this 
period, references are frequently found to the desirability 
and the necessity of hurrying on projects. to completion.** 
Accordingly efforts were made to simplify the process of prepar- 
ing estimates and of securing sanction. Increased powers were 


s Sir Charles Innes said in his budget speech for 1925-0: ‘I am confident that the 

House will thoroughly approve of a bold policy of remunerative railway development,” 
- Budget for 1925-6, p. 8. 

In following year, he again stated : “The policy we are working to is that we are 
willing and anxious to construct any new lines provided we are satisfied that they will 
be remunerative....We have also impressed on railway administrations their respon. 
sibilities for developing the areas within their respective spheres of influence by bringing 
to our notice promising schemes of railway development within those areas.” Budget 
for 1926-7, p. 7. - 

Also comparo : ‘We have taken special steps to expedite the proccss of obtaming 

ap val to works of proved neceasity, and have sim] lifled the system of preparing anc 
mitting oatimates and for the certification of irae ents, and we have also delegated 

powers of sanction to Agents and boards of directors....We do not propos te 

restrict expenditure on sanctioned works as it is of obvious advantage, once they are 
3 sanctioned, to expedite them as much as posible,” Chief Commissioner's speech, Budget 


for 1926-7, pp. 35-6. 








p 2 
+ 





r -Í W— 
Mag C a y — ——— Fe 
; ge & ve 
—* Á H — 
wel ™“ b ` Fà l 
* 


TAL EXPENDITURE DURING THE POST-WAR PERIOD 
2 eae ie es : , A £ ⸗ 
_ obtained from the Secretary of State for India by the Railway 


— 


_ Board, as a result of which many projects which could not 
_ be undertaken without the sanction of the former could now 
= be started with the sanction of the Government of India. 
_ The Agents of the state-managed railways and the boards of 
_ directors of the company-managed railways were given addi- 
= tional powers to start new schemes. As the railway orga- 

nization on the existing basis proved inadequate, the engineering 
departments were strengthened on the construction side and 
contractors were employed on a large scale to expedite work. 
These were some of the measures adopted to increase effectively 
the capital-using capacity of the railways. The psychology 
of the times is indicated by the fact that during 1927-8, 
a hundred new projects and 4,600 miles of constraction were 
on hand. Speaking in 1927, Mr. (later Sir) Clement Hindley, 
Chief Commissioner of Railways, declared: ‘If our present 
quinquennial program does not come in for very drastic revision 
either for financial reasons or other difficulties, there is no reason 
to anticipate any serious dropping off from this (annual) figure 
of 1,000 miles as the rate of progress for several years to come.’ 
To obviate unexpected difficulties such as those connected 
with acquisition of land, which might hold up progress of work, 
alternative projects were also included so that in the event 
of any development holding up or delaying work in connection 
with any particular project, the railways could proceed with 
alternative schemes.” 











coo 


a 






3* Budget for 1927-8, p. 34. 
* The following discussion by the Public Accounts Committeo for 1927-8 may bo 
read with interest in this connection : 

Mr. Raw (Financial Commissioner): ‘Wo must not be prevented from starting new 
constructions in anticipation, provided we obtain the approval of the Standing 
Finance Committees for Railways. We can obtain a formal grant from tho Assembly 
later....The expenditure at the start would be very little.’ 

Chairman (Sir Goorge Schuster): ‘We are not concerned with the expenditure at 
the start. It may be a lakh or so in the first year, but eventually you may be com- 
mitted to crores.” 

Mr. Raw: ‘If we were to put in our budgets only lines which have been sanctioned, 
it might create difficulties. We shall have to put in our budgets quite a large number 
of lines which are still under consideration. Some of them might be quite good: 
but there might be difficulties in spending money on those lines on account of land 
acquisition, sometimes on account of negotiations with other failways and so on, 
For instanco, linos which have been sanctioned two years ago, I think, in the G.I.P. 
Railway, are still held up because the negotiations with tho Nizam's Government have 
not been concluded, So it does happen that all the money cannot be utilized and our 
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The anxiety to,avoid unspent grants, the encouragement 
afforded by the Railway Board and the Legislature, and the 
psychological influence of the prosperous years were in the 
main responsible for the adoption and execution of schemes 
which turned out later to be ill-justified. That the Railway 
Board, as the Railway Department of the Government of 
India, had a large share of responsibility for the initiative 
and direction in this matter has been made abundantly clear. 
An instance of this may be seen in the practice of sanctioning 
projects on ‘abstract’ estimates, instead of detailed estimates. 
Mr. Sim, Financial Commissioner of Railways, stated in 1925 


that 
‘Under the present procedure sanctions for works were accorded by 
the Railway Board on abstract estimates, which gave broad details, but 
before work was started detailed estimates for each part had to be prepared 
and sanctioned by the Agent or chief engineer. When once the detailed esti- 
mates had been sanctioned, the local authorities could go on incurring 
expenditure so long as they Uid not exceed the limits in the abstract esti- 


mates.’* 
The estimates prepared in detail were not to exceed a fixed 
percentage. In quite a number of cases, as construction 
proceeded,- the estimates had to be revised. Early in 1930 
the Director of Railway Audit in his report for 1928-9 com- 
plained that ‘all constructions on the Eastern Bengal Railway 


were undertaken prior to sanction of the detailed estimates 
- = 


construction staff will remain unoccupied. If we are quite sure that another project, 
if at once, would bo more remunerative, then our practice is to start it imme. 
diately after obtaining the approval of the Standing Finance Committee for Rail- 
ways. It would be more economical to do so, because wo should not bes keeping 
our construction staff unemployed. Whether there is provision for such work or 
not, we start it at once with the idea of obtaining a supplementary grant when the 
Assembly is in session.” 

Chairman: ‘You might have included in your budget a new branch line which would 
cost, say, Rs. 50 lakhs, of which you would bo spending, say. Rs. 6 lakhs in the 
current year. You might find for the reasons you have stated that you were not 
able to spend the amount that year on that project, but the project which you are 
going to substitute for the 50 lakhs might be a 5 crore project. In a case like that 
you would be putting a heavy responsibility on the Standing Finance Committee *’ 

Mr. Rau: ‘I daresay that we would not think of starting such a Railway without 
the special sanction of the Assembly.’ 

Chairman: ‘I do not think we can accept that statement... .This committee should 
say that whatever latitude is allowed it should not attempt to substitute for a pros 
ject which had been put before the Legislative Assembly another more cost ly project 
ee in a icular year it would not cost more than the sum already provided 

for." Public Accounts Committee's Report 1927-8, Vol. II, Evidence, pp. 324-5. 

u Public Accounts Committee's Report 1923-4, Vol. I, p. 65, 
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r.’42 Thus in the case of the Kalukhali-Bhatiapara 


d 


= Railway, before the detailed estimates were ready, expenditure 
on construction was already booked. It is obvious that under 
such a procedure an estimate ceases to be an estimate of the 


probable expenditure and possesses little value. As an instance 


_ of the type of cases where the original estimates were falsified 


may be mentioned that of a certain new line on’ a_ certain 
railway on which the history of the sanction of estimates was 
given as follows : 


(In lakhs of Rs.) 
Year R Estimate Est. value of earthwork 
1925 73 16 
1926 90 27 
1927 . 2 30 
1928 94 ol 
1929 96 33 


The revised estimate in 1929 was 30 per cent higher than the 
original figure. Fhe Agent submitted still another revised 
estimate in February 1930 for Rs. 97 lakhs, which the Railway 
Board declined to sanction, and the Agent informed the Board 
on receipt of their decision that he would work within the 
limit of Rs. 96 lakhs.’ Even this increase is small as com- 


“a The Director of Railway Audit observed: ‘In tho absence of detailed estimates 
as required under the rules, effective control could not be exercised over the expenditure 
on works and a comparison with the provision made in the abstract ostimate was conso- 
quently all that was possible. As a result of the absence of detailed estimates, material 
modifications of a sanctioned project, ie., omission of a station provided for in the detailed 
estimate, and the construction of several additional quarters and a goods shed over and 
above the provision in the detailed estimate, could not be brought to light in time.’ 
Report on the Appropriation Accounts of Railways in India 1928-9, para. 101, p. 61. 

©“ The Director of Railway Audit observed in connexion with this case: “The Ad- 
ministration has explained that the excess under earthwork was “ primarily due to work 
having been sanctioned on preliminary surveys instead of on detailed surveys.” “It is 
impossible to ascertain before the work is commenced the exact nature of the soil that 
may be encountered unless a large number of trial borings are taken at the time the esti- 
mate is prepared. This is only done when a dotailed survey is made. In all cases, lines 
have been sanctioned on preliminary surveys. The estimate for the... Railway was 
on such a survey and on a superficial view of the ground: and it was found later that 
the subsoil was considerably harder than was expected.” In returning the last revised 
estimate unsanctioned, the Railway Board conveyed their sense of disapproval that it 
had been necessary for the Agent to apply again for fusther sanction and observed "the 
original eatimate sanctioned by the of State in 1925 was Re. 73.20 lakhs and 
the fact that it has been to revise this on four occasions reflected great discredit 
on me way tho —— have been epena by the engineers. The line will now appa- 
ren cost practically ; cent more than was anticipated | ———— 
avili fall — 8 ae — (oc soar ü per — Se One — 

_ By , ae will seen from the text, the credit of the 8 : us 
ht, eo that drastic control of expenditure was exer j ——— oe pot — 
tho / might have got his sanction and the extra lakhs ! Report on À pproprjation 

Accounts of Railways in India 1920-30 by the Director of Railway Audit, p. 60, 
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pared with the increase of 106 per cent in the estimated value 
of earthwork included in the project. 
THE KANGRA VALLEY RAILWAY 


Some idea as to the circumstances in which new con- 
struction projects were evolved may be indicated by one or 
two instances. The case of the Kangra Valley Railway, by 
reason of the abnormal increase in capital cost, takes precedence 
and may be dealt with first. 

Proposals to construct a narrow gauge railway in ‘the Kangra 


Valley with the object of opening up the rich Kulu and Kangra 


valleys date back to 1912 and 1914. Preliminary surveys 
were undertaken in those two years and the prospects did 
not appear to be sufficiently remunerative and the idea was 
dropped. The proposal was, however, revived in 1925, when 
the Punjab Government investigated the Uhl hydro-electric 
scheme and proposed to include a metre gauge tramway from 
the railway terminus at Mukherian to Shanan, near Mandi 
in the Kangra Valley, to transport heavy plant and machinery 
to the headworks. The line was also considered necessary 
for the upkeep and patrolling of the transmission lines even 
after the completion of the project. The Punjab Government 
thought that the line could subsequently serve as a means 
of communication between the Kangra Valley and the plains 
for passenger and goods traffic. The Local Government inti- 
mated to the Railway Board that, with the approval of the 
Governor-General in Council, they proposed to issue an order 
under the Indian Tramways Act, and enquired if the Board 
had any objections to the proposals from their point of view. 
The Railway Board had already examined in 1923 a scheme 
to extend the Jullundur-Mukherian branch at ‘Talawara, a 
distance of 184 miles, in connexion with certain proposals of 
the Punjab Government concerning the installation of a saw- 
mill and a paper factory, at a cost of Rs. 17°33 lakhs. It 
appeared subsequently that the saw-mill would not materializ, 
for some years to come and that when they did they were 
expected to be on a much smaller scale than originally contem- 
Li—1514B 





— "The — was thus shelved. Now in view of the 


= proposals of the Punjab Government, the Railway Board 


pi cleat up- -this extension scheme by stating that eventually 


d., ' 


= 
d 
i 


it would be worth while. The Punjab Government, however, 
could not agree to this extension, as they were depending a 
good deal on the prospective earnings of the tramway between 
‘Mukherian and Talawara to help the financial justification 
of the scheme. After further discussion of the proposals with 
the Punjab Government, it was finally agreed to construct 
a 2’ 6" gauge reutwey starting from Pathankot instead of from 


Mukherian. 


When thé«proposal for the construction of the Kangra 
Valley Railway was formally placed before the Standing 
Finance Committee for Railways, it was mentioned that a 
preliminary survey had already been carried out and that the 
figures of the previous surveys on the proposed alignment 
were brought up to date. The project as formally submitted 
was to construct a 2 6” gauge railway from Pathankot to 
Shanan, coyering a distance of 100°6 miles. The expenditure 
required to complete the construction of the railway was 
estimated at Rs. 113°80 lakhs, or Rs. 1,13,123 per mile, if a 
ruling grade of ] in 22} were used on the ghat section and 
1 in 50 on the remaining portion. A realignment of the ghat 
section on a ruling grade of 1 in 40 or 1 in 50 at an additional 
cost of about Rs. 20 lakhs was also suggested as being justified 
by the resulting decrease in working expenses. The gross 
earnings were placed at Rs. 12 lakhs, or Rs. 230 per mile per 
week, in the third year after opening to public traffic. With the 
development of the country, it was estimated that there would 
be ‘an increase at the rate of 8 per cent for several years.’ The 
cost of working traffic was calculated at Rs. 8°40 lakhs annually, 
representing an operating ratio of 65 or 70 per cent of the 
gross earnings. 

The economic possibilities of developing the region were 
stated in no uncertain terms, The area to be served by the 
proposed railway was richly -cultivated, and had considerable 


ee 
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forest areas’ at a comparatively low elevation. The Kangra , 
District, stated the Financial Commissioner, Railways, in en- 
dorsing the scheme, ‘is rich in antiquities, and there are several 
temples which form important places of pilgrimage for people 
in the Punjab. Kulu, or the upper valley of the Beas, is emi- 
nently suited for the production of all kinds of fruits and 
vegetables, and it is anticipated that the proposed line will 
help considerably in developing the cultivation and export 
of these commodities. The projected railway will also improve 

- the accessibility of the hill stations of Dalhousie and Dharam- 
sala and, it is expected, also encourage the fofmation of summer 
resorts for the residents of Lahore and Amritsar in=the valley 
itself. The principal exports will be rice, tea, potatoes, spices, 
wool and fruit, in return for which will be imported wheat, maize, 
gram and other pulses, tobacco, kerosine oil and piecegoods.”™ 

The financial prospects of the Railway in the third year 

after opening were tabulated as follows : 


Kanora VALLEY RAILWAY . 
Rs. in lakhs 


Capital cost (including interest during construction) .. 1,5000 


Gross earnings, including a reasonable addition to the gross 14-00 
earnings of the main line 


Working expenses * 9:80 

- Net earnings .. a = <r ae i 4°20 
Loss in working * ht — 4°05 
Net return on capital * * te 28% 


The Standing Finance Committee were also told that the 
Punjab Government had agreed to guarantee the Government 
of India against loss in the working of the proposed railway. 
The scheme was formally approved by the Committee on- 
16 January 1926, and the Railway Board accorded their sanction 
to construction of the Railway on l1 February 1926. 

It was found that the engineering difficulties during con- 
struction were considerable, and the line was one of the most 
difficult undertaken in India The Chief Commissioner of, 
“oat t Proceedings of the Standing Finance Committee for Railways, Vol. I, No. 6, p. 14-0. 


. “ Tho nature of the difficulties oxperienced in the construction of the Kangra Valloy 
Railway was described by Sir Austen Hadow, Chief Commissioner, Railways. in a note 
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Railways afterwards_stated that ‘it was very difficult to estimate 
_ the cost as no one knew or could anticipate what difficulties 
z = would be experienced in the actual construction of the railway 
through this very rough country, where much tunnelling would 
be necessary.’ The result was an enormous increase in the 
= costs of construction from Rs. 134 lakhs to Rs. 296 lakhs, 
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when the railway was opened to public traffic on 1 April 1929, 


So serious a divergence from the original estimate naturally 
raised severe criticism. In examining the accounts for 1927-8, 
the Public Accounts Committee raised the question as to the 


reasons for this abhormal divergence and some light was thrown 
on the proéedure followed in connexion with the starting of 
the project. It came out that construction was started with- 


supplied to the Public Accounts Committee for 1927-8. Sir Austen stated: "The com- 
pletion of the line and the overcoming of all the difficulties involved were considered a 
matter for congratulation in November 1925, when the line was opened up to Landi 
Kotal, and there is no doubt that if it had not been for the defective work subsequently 
discovered in some of the tunnels, every one connected with the project would have 
been credited with a specially good piece of work. 

‘As regards the tunnels, the first we heard of anything being wrong was in March 
1927, when, in sending in a report enumerating certain additional works considered neces- 
sary as a result of the advice of a geological expert and a re 


port by a committee of ongi- 
neers on damages caused by a record flood in September 1926 


26, the agent mentioned that 
“it might be necessary to strengthen some of the lining that had been put in already in 


some tunnels."" In April 1927 we were told demi-officially that the Michni tunnel was 
unsafe (this was the sjxth tunnel west of Landi Kotal) and that a good deal of the tunnel 
lining done during construction would have to be redone. The examination of the sus- 
pected tunnels took some timo; it is, of course, a rather difficult matter as a good many 
eet had to be dug in the crown of the tunnel for examination to be made. As a result 
of this examination it was reported in October 1927 that it would cost approximately Ra. 15 
lakhs to put the defects right, The Chief Commissioner, who was then the Engineering 
Member of the Board, visited the Khyber in Novernber 1027 to look into the matter per- 
sonaliy, and wrote a note in which he covered other matters besides these defective tunnels ; 
one point was that there had been two serious floods in the Khyber which had shown 
the necessity for some change in-design of some of the works and he was examining this 
at the same tirne, x ' 

“The defects in construction that came to light may be classed under two hoads -z 
(a) lack of mortar, and (b) hollowa left behind the masonry. They came to notice by 
bulging and crushing of the masonry, The action, then taken was in two directions : 
(i) to a consideration of the best methods to be adopted in putting matters*right and 

? making the tunnels more secure in the future; (ii) to the fixing of responsibility, for the 
defective work.” Public Accounta Committee Report 1927-8, Vol. I, p- 275, 

The other points brought out were that none of the officers had any experionce in 
difficult tunnel work in India, and a mumber of phase we, Nearer particularly beyond 
Landi Kotal where the bad work appeared, very exceptional difficultios. The conditions of 
work were also unusual, for the political authorities im 


| restrictions, as the pass was 
occupied by warlike tribes, and no officer was allowed to go without armed escort, The 


tunnels were all guarded during the progress of work. Excavation and timbering was 

in pre day and night under contract but masonry work was done during daylight 

only. All the staff employed including labourers, unless working under guard, had to 

«be back in their quarters by sunset and were not allowed to leave until sunrise, To 
avoid trouble during work, contracts were given to local malike who were totally inex- 
perionesd and work had to be sublet to others, Finally, seriously inadequate supervision 
was ee attributed to the engineer who was in charge and was considered blame- 
worthy. 
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out any detailed estimates,** which was a departure from the 
normal procedure. The principal officials of the Railway Board 


admitted that the construction of the railway would never 


` 


have taken place if the detailed estimates of the project had 
been prepared. The whole case was examined by a committee 


of enquiry, and the-report with the observations of the Govern- 


ment of India was placed before the Secretary of State, who 
remarked that ‘the initial and principal mistake lay in the 
commencement of the project on the basis of inaccurate and 
inadequate data.`™t7 i 

The history of the Kangra Valley Railway may ,now be 
concluded with a reference to the financial result’ of working 
since 1928-9. The following table presents the detailed figures 
for 1928-37 : i 


TABLE 14. FINANCIAL RESULTS OF THE KANGRA VALLEY RAILWAY 
1928-9 To 1936-7" 
(Rs. in lakha) 


Year Milage Capital Gross Net % to Gr. Interest Loss Earnings Operating 
earn'gs carn’gs earn’gs per week ratio 
i Rs. Rs. Ka. Rs. Rs. Rs. 
1928-9 103.03 273°16 o43 —246 —O's9 12-63 —-15°09 33 666 
1929-30 2394:83 4'89 —3:80 —I1°‘29 16°08 —18:8§8§ 9I 178 
1930-1 102.99 297-70 775 —660 —2'22 16:89 —23°49 144 185 
1931-2 3 2085:59 $25 —3'86 —20 16:85 —20-71 153 147 
1932-3 * 30134 634 — 73 —157 16-62 —21°35 99 185 
1933-4 * 303°76 449 —488 —61 1643 —21°31 Sa 209 
1034-5 „303-99 398 —637 —209 188] —2217 T4 261 
1935-0 * 303 03 364 —700 —-2°30 15:35 —22:35 ths 292 
1936-7 * S08 5 3°49 —57 — 245 14:80 — 22:37 Ho 317 
* History of Indian Railways, Manager, Government of India Prose. 
S THE CALCUTTA CHORD RAILWAY 
The exceptional character of the region traversed by the 
Kangra Valley Railway. with considerable tunnelling and 


“ Compare the following discussion which took place during the Public Accounts 
Committee's meeting : i | 
766-7. Sir F vie Gauntlet (Auditor-General) : “Why was the Kangra Valley Rail- 
work started before detailed estimates were ready ?' 
Mr. P. R. Rau: “The reason was that the Government of India was in a great hurry 
~ aboutit. They had promised the Punjab Government to have the line ready before 
the hydro-electric scheme was completed; therefore all the engineers worked at 
the highest pressure they were capabje of.” 


Sir Prederic Gauntlett: ‘One point does emerge out of this Kangra Valloy case anal 
it is this. If any real attempt had been made to prepare an estimate before tho 
work had been started, would you evor have dreamt of starting the constructice 
of the work without getting a guarantee from the Punjab Government ? After all, 
it is the Punjab Government who have got the railway, and you have to pay fos 

the construction of it.’ Public Accounts Committees Report 1927-8, Vol. Il, p. 396. 

4? Public Accounts Committee Report 1929-30, Vol. 1, p. 275. 





B AS u — diia a Gfferea some — if not sufti- 
— justification, for the excess over the estimates. We 
may now turn to a different project, the Calcutta Chord Rail- 
= way, which was designed to serve Calcutta and its port. The 
(pees submitted by the Railway Board® was to construct 


S s a double track chord railway, 8:30 miles im length, connecting 


Dankuni station on the Burdwan-Howrah Chord with the 
Eastern Bengal Railway in the vicinity of Dum Dum. The 
scheme also provided for a double track bridge over the River 
Hooghly at Bally (without any facilities for foot passengers 
or road. transport)*consisting of seven spans of 350 feet, two 
spans of 120"feet, and two spans of 20 feet. A single track, 
1-84 miles in length, was to connect the new Chord to the down 
lines of the East Indian Railway main lines. A project on 
similar lines, it appeared, had been under consideration since 
1912. As the traffic expected could not, as then anticipated, 
make it remunerative, it was decided to postpone consideration 
until a clearer perspective was had of the possible develop- 
ments at the docks and of the requirements of the town of 
Calcutta. The Bengal Nagpur Railway, which took some - 
interest in the scheme originally, did not associate itself with 
the latest phase of it, in view of the development of the Vizaga- 
patam Harbour and the possibilities, of diverting its mineral 
traffic from the Central Provinces, and the coal traffic, to that 
port through the Hesla-Chandil Railway, then under ‘con- 
struction. ‘The Railway Board, however, were confident that 
in the ordinary course of development the Bengal Nagpur 
Railway trains would eventually have’to be brought to Calcutta, 
but considered the scheme justified on grounds of the pro- 
spective traffic on the East Indian Railway alone, The docks 
when completed, according to the Port Commissioners of 
Calcutta, could deal with 4,000 wagons, one half of which was 
expected from the East Indian Railway. The prospective 
traffic on that railway would, it was calculated, increase to 
ân average of 600 or 800 wagons a day and the peak traffic 


ea PECAN of the Standing Finance Committee Jor Railways, Vol. I, No. 3, p, 21 
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to 1,000 wagons per day, inwards and outwards. As the 


existing facilitiés were incapable of dealing with the number 
of trains involved, more money would have to be spent to 
increase the capacity of the sections by quadrupling the Sakti- 
ghar-Bandel-Naihati route, which involved the strengthening of 
the Jubilee Bridge on the Bandel-Naihati section. The Calcutta 
Chord Railway scheme proposed to meet the additional traffic 
by an alternative route through a new bridge at Bally and 
a line connecting up the Howrah-Burdwan Chord with the 
Eastern Bengal Railway. - 

As regards financial justification, the Financial Commissioner 
was not quite sure. ‘It is somewhat difficult, he said, ‘to 
justify the Bally Bridge scheme on strictly financial grounds.’* 
But it was considered that there were sufficient arguments on 
broad grounds alone to justify the project. These were, briefly, 
that any bridge built in the future might put out of use the 
works then constructed, and that in -spite of a not encouraging 
trade, traffic was bound to increase in the future; that there 
was the danger of having the whole of the East Indian Rail- 
way’s communications. with the docks and Calcutta dependent 
on a single line of communication over a weak bridge and 
consequently the advisability of having an alternative route ; 
that there were possibilities of improving the suburban passenger 
services at Calcutta and bringing the proposed electrification 
of the East Indian and Eastern Befigal Railways into one 
scheme; that it was desirable to bring about a comprehensive 
improvement in the terminal facilities at Calcutta ; and finally, 


‘that there was the important problem of speeding up the coal 


traffic at the docks. The necessity of starting the construction 
of the bridge at Bally, which would inevitably take years to 
complete, was emphasized by the advisability of forestalling 
traffic improvement in a few.years’ time, and the action of 
the Calcutta Port Trust in improving the dock capacity was 
quoted. The general abstract of the estimated costs presented 
by the Financial Commissioner, Railways, stated that the total 


æ Proceedings of the Standing Finance Committee for Railways, Vol, I. No. 3, 
p 24, 
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nditure on the entire project would amount to Rs. 17990 
lakhs, or Rs. 17°93 lakhs per mile of the raflway. It must 
= be mentioned here that the question of financial justification 
= of the calcplations of the return on capital was not dealt 
= with in the memorandum on the project placed before the 
_ Standing Finance Committee for Railways. That committee 
accorded their approval.on 5 December 1925, but the Railway 
Board had already made the necessary arrangements for the 
acquisition of land, etc., some five months earlier. 

The entire project was completed by 1931 and the actual 
cost came up to Rs. 320 lakhs. For years it appeared a work 
of doubtful utility. The anticipated increase in traffic did 
not materialize, and even the actual volume of traffic handled 

dwindled, while the cost of construction was almost doubled. 

The prospect of earning the return on the capital invested 

appears to be rather remote. 






Reference may be made here to the construction of another 
group of railways carried out on terms of guarantee against 
loss from the provincial governments. One would have 
expected that here at least the financial interests of the railways 
would have been protected. But defective estimating of costs 
led to the fixing of guarantees which were inadequate to avoid 
losses on certain projects. The case of the Kangra Valley 
Railway in which a guarantee was obtained from the Punjab 
Government has already been mentioned. Another instance 
where the Railway Board made a poor bargain as a result 
of incorrect estimates was the construction of the Shoranur- . 
Nilambur Railway in the Malabar District by the South Indian 
Railway. The guarantee in this case was subsequently admitted 
to have been. fixed on a more or less rough and ready basis : 
‘From the rough estimate of traffic receipts and working ex- 
penditure, it was considered that the line would yield unassisted 
4 per cent, and the Madras Government was, therefore, expected 
to pay an additional 2 per cent to make the return of 6 per cent. 
“The actual guarantee was based upon a total of Rs. 69} lakhs,’ 


s Public Accounts Committee Report 1927-8, Vol. I, pp. 252-3. * 
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The revised estimates ef the costs of construction came 
up to Rs. 87 lakhs. The maximum guarantee was fixed at 
Rs. 1,39,000 on the basis of the original estimates of Rs. 69} 
lakhs. This has resulted in a loss to the railway until traffic 


develops to the point where the return would amount to 
G6 per cent. 


. 


FINANCIAL EFFECT OF OPEN LINE WORKS a 


We may now proceed to consider the open line works. 
The Railway Retrenchment Sub-committee, after a review of 
the character of the expenditure on the projects comprised 
under this head, observed : — 


‘We put it to the Chief Commissioner of Railways that unlimited funds 
were probably responsible to a certain extent for some slackness in sanc- 
tioning the estimates. Mr. (now Sir) Guthrie Russell thought that “slack- 
ness” was too harsh a term to use, but he admitted that the fact that 
money was easily available had something to do with their taking up schemes 
rapidly. They had taken an optimistic view, but their policy was to develop 
the country rapidly, and he thought that this policy would pay sooner or 
later....We asked the Railway Board whether, in the case of expendi- 
ture incurred on open line works, they had, after completion of these works, 
any means of verifying if they had yielded approximately the return which 
was anticipated at the time when these works were sanctioned. We were 
informed in reply that, if the committee meant by return a financial per- 
centage dividend on the capital investment on open line works, the Rail- 
way Board had little means readily at hand to verify whether such return 
has been achieved. This caused us no little surprise, for we had thought 
that it would be the task of the management of a business concern to ensure 
that means were readily at hand to see that the actual results of any large 
scheme undertaken by them were not far out. This is part of the duty of 
any prudent management, which has an eye on the financial side of the 
business, It is incomprehensible to us how it can happen that, when the 
Railway Board have data to calculate the return before they spend the 
` money and when they can produce facts and figures to induce the Standing 
Finance Committee for Railways to sanction a work on the understanding 
that it will definitely yield an adequate return, they are not able to have 
the data to verify their estimates afterwards. The Chief Commissione! 
of Railways agreed that in normal times they ought to be able to verity 
their anticipations but he pointed out that at present with such a serious 
~*~ 12—1514B 





g ‘ T drop. in traffic it Soni be difficult to ‘draw any ——— ` Moreover, 
a their open line works were all connected with each other. Remodelling 
; Be Te 5 rds, relaying of permanent way, rebuilding of bridges and equipping 
eS > the railways with heavier locomotives to deal with heavy traffic had to 

he correlated, and the advantages of any one of these could not be obtained 
= without incurring expenditure on all of them. ‘There are also, we are told, 
= many other disturbing factors which make it difficult to compare the actual 

= results with anticipations, but we have no doubt that it ought to be possible 

to make allowance for these disturbing factors and-attempt to isolate the 

results of the particular expenditure. In order that the Assembly and the 

Standing Finance Committee can place confidence in estimates framed 

v by the Railway Board, they should be able to verify whether the yield they 

expected has been achieved. We urge, therefore, that, the Railway Board 

should: at once take steps to have all data necessary for the purpose main- 

tained, and to impress on railway administrations before sanction is accorded 

to any proposal that they would be held accountable for proving that a 

. return not far from that which was anticipated had been achieved... .'There 
should be automatic machinery to obtain this result.’* 





The multiplicity and heterogeneity of the classes of works 
undertaken under the head of open line expenditure, and the 
interlocking of connected schemes with such items as the 

. permanent way, marshalling yards and = strengthening of 
bridges, render them less amenable to analysis. But on general 
grounds, they are open to the same criticisms which were 
advanced earlier against the new construction projects. The 
probability of ill-advised expenditure on open lines is greater. 

_ The bigger and more expensive station buildings may appeal 

to civie vanity, but their contribution to earning capacity 
may be doubtful. A considerable portion of the expenditure 
incurred was more in the class of unproductive embellishments 
than of improving the service. The fact that funds were freely 
available, as stated by the Chief Commissioner to the Retrench- 
ment Sub-committee, and_could be had for the mere asking, 
as it were, must have led to fancy as well as necessary and 

- useful schemes being proposed, accepted, financed and carried 
out. The facility with which the railways could embark on 
very large expenditures without even scrutinizing their full 

a Railway Retrenchment Sub-Commili Report, paras 122-3, pp. 43-4, 
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implications is readily illustrated. Take, for instance, the 
case of the automatic couplers for which over one crore of 
rupees was proposed and of which Rs. 70 lakhs were allotted 
for expenditure during 1925-6. When the proposal was first 
brought up, it was resolutely opposed by the non-official 
members of the Assembly, and a motion for reduction was 
defeated at the instance of Government, which insisted that 
this provision was absolutely necessary. The entire provision 
lapsed towards the close of 1925-6. It was later admitted that 
the provision was made before the Railway Board had really 
arrived at a decision on the type of automatic couplers to be 
used and the kind of transition device to be employed.* 
Another instance of the same type is afforded by the 
proposal for a drainage canal on the Kadu Lake on the Burma 


> © The following extracts from the proceedings of the Public Accounts Committee 
throw further light on this question :_ 

Mr. Joshi: ‘Have you given up the idea of automatic couplers f’ 

Mr. Parsons: “They are still examining what types of automatic coupler should 
be adopted and also about their cost, There is no doubt the cost will considerably 
increase over.and above what we expected at the beginning.’ 

> e. e 


Chairman: ‘It is really a general question. Provision is made for automatic couplers 
entailing considerable expenditure this year and in the end nothing has boon spent. 
What is your justification for including the sum of Rs, 70 lakhs for this expenditure 
in the original estimates ?' 

Mr. Parsons: “Because at the time they expected to spend it and subsequently they 
found difficulties in deciding on the type E peA Y couplers that are to be used." 

Chairman: ‘Surely, at the time when the Rs. 70 lakhs was inserted you had reached 
a stago when you had decided on the particular kind of automatic coupler to be 
used Y 

Mr. Hayman (Director of Finance): “Yea, that is so. The technical side informed 
Mr. Sint that they would be able to decide within the year upon a particular class 
of automatic coupler, but there were difficulties about getting a suitable transition 
device. They hoped that they would be able to incur the expenditure in the courss 
of the year. When this transition device question was being discussed, other ques- 
tions arose. Naturally we are investigating the whole question., We want to 
adopt the most suitable form of coupler; one which would be mosh economical." 

Chairman: “It really comes to this, that provision was made for @ particular ex- 
penditure before you had really arrived at a decision as to the particular kind of 
nantomatit gr, se to be used.’ 

Mr. Hayman : would say, that this was partly so.’ 

` = ⸗ 

Mr. H. O. Cocke: “My recollection was that it was put as a tentative provision.’ 

Mr. Rangaswamt Tyengar: “My recollection is to the contrary. My recollection 
is they said, “This is the first instalment. If this provision is finished, we will have 
to buy automatic ——— right through in all the railways which could ontail much 
larger expenditure, 'e are going to spend this sum this year and in subsequent 
yoars we will come for larger expenditure.” Is it not rather strange to embark 
on a scheme like that without proper investigation or scrutiny and without any 
sort of check T æ 

Mr. Parsona : “There was m very careful check and scrutiny on the technical side.’ 

Chairman: ‘I think we are entitled to make some comments because the technical 
officers were allowed to swell the budget by putting in this provision in the budget.’ 

Public Accounta Committee Report 1925.0, Vol. TI, pp. 303-5. 










pe R Railways. Suns to — rains in 1928, the lake had — 
about 3 square miles to 70 square miles, and the water 
evel had risen about 8 inches above rail level, which neces- 
tated a suspension of all traffic. It was proposed to lower 
level by cutting a spillway from the south end of the lake 
and allow the water to escapé on the lower ground north of 
Alor Branch to another lake connected with the Irrawaddy 
River. In February 1928, the Government of India sanctioned 
an estimate of Rs. 9°82 lakhs for the work, and again in Novem- 
ber 1928 a revised estimate of Rs. 15 lakhs chargeable to 
capital. Similarly, two major works, the Lower Sone Bridge, 
estimated at Rs. 35 lakhs, and the Jumna regirdering, 
estimated at Rs. 32 lakhs, were sanctioned in 1926-7 on the 
basis of abstract estimates alone. No detailed estimates were 
either prepared or sanctioned. When this was brought to 
light, the chief engineer reported that the first scheme was 
practically completed and that the detailed estimates were 
“under preparation; and as regards the other, that the work 
had been finished and no purpose would be served by the 
preparation of detailed estimates! These instances taken at 
random from the post-separation program of open line works 
indicate that financial considerations were not given adequate 
attention in the adoption and execution of the- capital 

schemes. z 

P ~- > 
PRODUCTIVITY OF RAILWAY INVESTMENT 
It is not easy to test the productivity of all the capital 
expended on open line works. The instances already 
mentioned of the policies that inspired capital expenditure 
indicate that there has been a large clement of over-estimation, 
excessive expenditure on projects of doubtful immediate 
financial return, and consequent lowering in the return on 
railway capital. The Wedgwood Committee, commenting in 
1937 on the effects of capital expenditure on open line works, 
stated : 





‘We cannot help footing ts in’ the ‘pes ry fifteen years, stations, work- 
shops and marshalling yards have often been built to be the last word in 
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caile Secohnique rather than on a careful calculation of probable re- 
quirements, and that prestige has perhaps counted for more than prudence. 
It is the worst feature of such overgrown schemes that they continue to 
burden the railways with excessive costs of maintenance and operation 
quite apart from the excessive interest charge involved.’™ 

We may conclude the present survey of the capital pro- 


- gram since the separation with a brief examination of its effects. 


- 
A 





on railway finance as a whole. The immediate effect of 
the additions to capital was the inflation of fixed charges, 
particularly on account of interest.5t The trend as regards 
interest charges during 1924-32 will be clear from the figures 


in the following table : 

TABLE 15. STATEMENT OF CAPITAL AT CHARGE AND INTEREST 
t CHARGES * , 
n (As. in crores) 


$ —— Percentage of Mean yield of 
Year “Capital Interest to capi net revenue 34 % securities 


P « to capital 
j Rs. Ra. 
1920-1 585 19°88 3°4 4°5 6-3 . 
1924-5 -= 643 23-00 3°7 5'8 5'4 
1925-6 ~~ 663 24-81 3°7 5-1 50 
1926.7 690 25:87 38 4-8 4°6 
1927-8 722 27-27 38 5°3 46 
1928-9 747 29-33 3:9 5-0 4'8 
1929-30" 778 30°46 3:9 4-4 5:2 
1930-1 791 33:72 42 3°5 54 
1931-2 ~ 798 3307 41l 30 62 


* Figures for capital, interest and percentage for net reventies for 1924-32 taken from 
Explanatory Memorandum to Railway Budget 1936-7. Ee 


It will be observed that interest charges had gone up at 
the end of 1931-2 by about 40 per cent, whereas the capital 


™ Report of the Indian Railway Enquiry Committee, hereinafter referrod to as the 
Wedgwood Committee Report, para 74, p. 43. s 
The calculation of interest on the capital at charge of the Indian Railways is by 
a special procedure. The capital required by the railways ia provided by Govern- 
ment by borrowings by the Government of India and the Secretary of State, The public 
debt on this account consists of the ‘Specific’ Debt amounting approximately to one- 
sixth of the total. On this interest is fixed at the rate at which the loans were raised. 
As regards the balance, amounting to about five-sixths of the total railway capital, it 
forms part of the ‘Non-specific’ Debt of the Government of India. On ‘this interest 
is worked Gut not on the actual cost of borrowing but at the average rate for the vear on 
the mean non -spocific debt of India. The average iteelf ix split up into two, A « ortan 
rato for the expenditure incurred up to 1916-7, and a different rate on the capital pror cieu] 
subsoquent to that year, Thus during the period covered by the prosent survey, 1924-3." 
the interest on the expenditure up to the your 1816-7 was 3°33 per cent, while that on 
tho subsequent pad, pi has varied from S'3k per cent to 5°70 per cent. Thus the 
charges on the capital raised after 1916-7 are not fixed ; they fluctuate from 
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iie had increased by only 25 per cent. As will ‘be found 
taker; much of the subsequent difficulties of railwa, 3 to earn 
i SS pro its sufficient to cover interest on capital is to be: ittributed 
F to the rapid increase of interest charges. Firstly, the 
- additional capital did not produce a corresponding ` return. 
Secondly, it may s that the percentage of net revenue 
cs to capital gradually Came down from 5'8 per cent to z per cent 
€ in 1931-2. Thirdly, the comparative yields from railway 
capital, and from 34 per cent securities which are looked 
upon as the barometer of the capital market, show marked 
differences. While the cost of borrowing had gone up cori- 
siderably, the rate which the railways were paying on their 
_ capital was well below the current market rates. Phe com- 
parison of the percentage of net traffic receipts to railway 
capital and the mean yield on 34 per cent securities indicates 
that railway earnings were not abnormally or tnusually 
large during the immediate post-separation a and that 
during the last three years of the period under review, 
net receipts remained materially below the market. yield on 
capital, the difference amounting to more than half of the 
latter in the last year. 

It may be readily conceded that the expenditure incurred, 
the improvements effected, and the constructions completed 
have rendered the Indian railways a far more efficient instru- 
ment for transportation than they were a few year# ago. But 
the present survey indicates that the achievements have not 
been altogether commensurate with the costs. In fairness 
to the railways, it must also be stated that the psychology 
of the prosperous period favoured that policy, and this is 
indicated by the exaggerated terms in which the need for 

improvement was emphasised by the Acworth and other 
committees,» and the funds granted by the Legislature. The 
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+ The Wedgwood Committes observed: “We recognize that circumstances in the 
-war decade encouraged optimistic expectations which have not so far been realized. 
«We recognize also that a good deal of the capital expenditure incurred was at the 
” instancó ef and under pressure * Government gan writies, There remains, how- 






ever, a considerable residue of iture whieh, in our opinion, must be attributed 


to a deficient sense of —— o 0 part of tho railways —— Wedgwood 
-~ Committee Report, pam 74, p- 43. 
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THe financial results of State-owned railways during the 
early twenties, it may be recalled, caused a great deal of 
concern to Government and the public alike. Railways 
had failed to earn profits and threatened to become a liability 
to the taxpayer. The attention of three committees—the 
>» Acworth, Hailey and Inchcape Committees—was, as already 
mentioned, directed to the unsatisfactory state of rail- 
way finance and their recommendations were designed to 
improve operating results. The measures adopted to give 
effect to the recommendations of these committees culmi- 
nating in the separation of railway finance had for their 
principal object the rehabilitation of the finances of State- 
owned railways. The Separation Convention’ required 
State-owned railways to~be operated on commercial principles 
and to pay the 8 a definite rate of contribution, The 
results of railways wOrking since 1924 have, therefore, to be. 
` judged in the light of their success in conforming to these 
standards of operation. Before proceeding to discuss the per- 
formance of individual railways during the post-separation 
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period, it will be helpful to examine the financial position of 
Indian railways, treated as a single system. 


, THE OPERATING RATIO 


To obtain a true picture of the financial position of 
Ihdian railways, it is necessary to consider not merely the 
situation in 1924-5 or any particular year in the pre-war or the 


post-war decade, but also the trend over a longer range. It- 


will be sufficient for our present purpose to extend our survey 
back to 1900. In an attempt to appraise the financial results 
of railway operation, the ‘operating ratio” provides a valu- 
able index. The operating ratio expresses the relation between 
the total gross earnings and working expenses. It is com- 
puted by dividing working expenses by gross earnings. 
Working expenses do not, of course, include interest or 
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profits. An operating ratio of LOO implies that the expenses | 


of providing transportation are equal to the total receipts 
from the patrons of the railway and that nothing äs left for 
the payment of interest on capital invested in the undertaking 
or profits to the entrepreneurs. The lower the operating 
ratio, the more favourable the results for the railway. Every 
railway management consequently endeavours to keep down 
the operating ratio’in order to increase profits. 


The operating ratios of Indian railways treated as a 
single system for the period L900—1936-7 are shown in 
Table 16. It will be noticed that the ratio during the greater 
part of the first decade, 1900-9, remained below 50 and that 
during the last three years it rose to 60 and declined to 56. 


` During the next decade, 1910—1919-20, the ratio oscillated 


between 46 and 57 with a tendency rather to go up than to 
come down. The developments during 1914-8 on account 
of the war with its restrictions, abfiormal movements and 
higher cost of materials, were reflected in the operating ratios 


of these years, despite the counterbalaficing effects of arrears. 


in maintenance, repairs and replacements, which, if they 


had been carried out, might have increased considerably the 
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1912 


D ú 
~- 


1913 Ist Qr. 


1913-4 
1914-5 


1915-6. 
1916-7 . 


1917-8 
1915-9 


1919-20 


1920-1 
1921-2 
1922-3 
1923-4 
1924-5 
1925-6 
1926-7 
1927-8 
1928-9 


1929-30 


1930-1 
1931-2 
1932-3 
1933-4 
1934-5 
1935-6 
1936-7 


(Aue — 
(Rs. in crores) fs 


- Gross earnings Wenn expenses’ Operating ratio 


31-54 15°09 47°85 . 
33°60 15:72 46°79 
33:93 z 16:70 4 49°24 
36°01 17-11 47°52 
39°65 18°78 47°36 
41°70 19°95 47°85 
44°14 22-02 49°89 
47-31 24:32 51-42 
44°83 + 27:00 60°24 
47°06 26-38 56-06 
51-14 27°16 53°10 
55°28 28°84 52°17 
61°65 30°16 48°92 
16°24 8:49 52-28 
63°59 32-93 ' 51°79 j 
60-42 32°74 54-19 
64°66 32-92 50:91 
70°68 33°40 47°26 
77-36 | 35°37 45°72 
86-29 41-80 45°45 
89-15 50°66 56°81 
91-99 60-29 65°54 
92-89 70°80 _ 76°22 
105°65 72-9 69°09 
107°80 68°45 - 63°50 
114-75 69-37 60:45 
113°39 71-09 62°69 
112°36 69°70 62°04 
118-26 : 72°60 61°39 
118°87 74°62 62-77 
116°08 75°49 65°02 
106-57 74°23 69°66 
97°21 69-09 71-08 
96-21 68:90 71°61 
9-58 60°54 69 84 
102-81 70°60 68°67 
103-84 70°94 68°31 
108-07 69-93 6474 


* Compiled from the Aaeviniearotion and Railway Board's Reports, Vol. II * 
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and a progressive increase of expenditure. But the proportion 
„Of increase in expenditure was greater than that in earnings. 
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The operating ratio for 1920-1 stood at 65°5. The Railway 

Board stated in its report for 1920-1 : 
‘The abnormal increase in working expenses of railways ...is a matter of 
very great concern to those who are responsible for the administration, 
It is also a question in which the public is very intimately interested, 
since, unless some counteracting method can be devised, the result 
must eventually be reflected in a rise in the cost of transport or, in other 
words, in increased rates and fares....If railways are to maintain their 
former financial-status, the Railways must be prepared either to check 
this tendency by economy or to neutralize it by increased earning capacity.” 

In the following year, 1921-2, the ratio rose still 
higher, reaching 76 per cent of the gross earnings, the increase 
over the previous year’s proportion having been no less than 
107 per cent. ‘Working expenses have risen to an un- 
precedented degree and the earning power of the lines has 
not responded,’ complained the Railway Board.” The year 
1921-2 proved to be a deficit one. After an attempt to locate 
the permanent and temporary causes, the Railway Board 
hoped that ‘a sensible degree of our present inflated working 
expenses will disappear gradually as the lines are brought | 
back to normal conditions. In the following year, allowing 
for extensive economies and retrenchments, the Inchcape 
Committee fixed the limit of Rs. 64 crores for the working 
expenses. Not only was this figure not maintained, but the 
performance during subsequent years tended more to keep 
the operating ratio above 60 than to bring it down to the 
pre-war level. 

The financial results of all railways from 1920-1 to 
indicate a steady increase in gross revenues. But working 
expenses, which had remained relatively stationary at the 
beginning, gradually increased to Rs. 75°49 crores in 1929-30. 
The operating ratio also records a similar upward movement 
from the year 1927-8 onwards. Although a reduction during 
the decade from a ratio of 76°22 to 65°02 is substantial, it is 
still a long way from the pre-war level. of 50, 


1929-30 


i Railways in India Administration Report 1920-1, Vol. I, pp. 21-2. 
* Indian Railways Administration Report 1921-2, Vol. I, p. ti. 
8 Ibid, p- 21, 
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figures given in Table 17. 
TABLE 17. PERCENTAGES OF GROSS EARNINGS AND WORKING EXPENSES 
| Percentage Porcentage Percentage Percentage 
Year of G.E. of W.E. Year of GE. of W.E. 
1911-3 /4 100-00 100-00 1929-30 192-92 24638 
1921-2 1154:37 231-07 1930-1 7711 242-26 
1922-3 “ 175°58 235-21 1931-2 16156 225°49 
1923-4 17916 223.40 1932-3 159:§8 22487- 
1924-5 19071 226-40 1933-4 1865:50 226-06 
1925-6 188-44 232-07 1934-5 17087 230-41 
1926-7 186-74 227-48 1935-6 1723:58 2331:52 
1927-8 196°54 236-05 1930-7 17061 228-23 
1928-9 19755 243-54 
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y Wem may now ‘turn for a a TA to the trend, during the 
st-war decade, of gross earnings and working expenses, the 





Yi 
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— “bo variables from which the operating ratio is derived. 


the average of the three years ended 1913-4 as the 
base, the: percentage relation of gross earnings and working 


expenses during the post-war decade may be seen from the 






An examination of these percentages indicates that the 
increase in working expenses has been greater throughout. 
In 1921-2 working expenses had increased to 231, while gross 
earnings had gone up to only 154. Railway earnings gradually 
increased to 198 by 1928-9, representing the high-water 
mark of railway revenues. Working expenses, despite the 
retrenchment measures of 1922-3, fluctuated between 231 
and 237, and rose to 244 and 246 in 1928-9 and 1929-30 res- 
pectively. The percentages clearly prove that working ex- 
penditure had stuck at a higher level, which in 1929-30 stood 
at two and half times the basic figure. It looks like a partner- 
ship between a slow steed and a fast pacer: railway revenues 
failed to keep step with thé increase in expenditure. 

During the period of the depression, 1930-7, working 
expenses decreased from 242 to 225 in 1931-2 and remained 
at that level till March 1933. There has been a tendency for 
the percentage to rise slightly since that year. The reduction 
reflects the effects of the economy measures pursued during 
the period. Looking at these figures from the point of view 
of the long range trends, the standards of expenditure do not 
appear to have been affected to any appreciable extent even- 
during the period of the deficits and economies. Prices coming 
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down during the preceding fifteen years ought to have had 
some effect on expenditure, and the real expenditure must 
have been more than that signified by the percentages. When 
correlated to the price-level, railway expenditure will be seen 
to represent a considerable rise. Earnings on the other hand 
dropped from 193 to 160 in 1932-3, but recovered to 171 in 
1934-5 and to 180 in 1936-7. The figures indicate that working 
expenditure maintained a new and higher ratio than was noticed 
during the pre-war period. 

It should be observed, however, that one cannot be too 
cautious in arriving at conclusions from an examination of | 
the operating ratio. It is only at best a rough criterion of the 
financial success in management. A low percentage per se 
appears to denote an efficient and prudently managed adminis- 
tration, whereas a high percentage per se indicates expensive 
or wasteful management. It is well to bear in mind Eaton’s 
description of the ratio as a convenient and quick summary 
of results; it merely shows the actual profits without giving 
any idea of the possible profit òr the potential earning capacity 


_of the system. Being a ratio between two variables, anything 


that affects either of them upsets the comparison. Final 


- conclusions as to the meaning of the operating ratio cannot 


be stated until the effects of changes in freight or passenger 
rates, volume and character of traffic, rates of wages, working 
conditions, prices of materials, etc., have been ascertained. 
But other things being equal, the operating ratio is an index of 
the effectiveness of operation and the efficiency of management 


NET EARNING POWER 


_ We may now proceed to another test of railway perfor- 
mance, namely, comparison of the net earning power. Net 
earnings constitute the surplus income left after meeting 
working expenses. As the capital invested in Indian railways 
is mostly borrowed, interest charges are a fixed liability which 
has to be met from out of net earnings. Net earnings,” 
therefore, indicate the financial strength of the railways trom 
the point of view of the Government of India, and they are 
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CAPITAL-AT- CHARG E* 






| <apital-at- charge * 


Rs. 
1900 329-53 
1901 339 17 
1902 34977 
1903 ` 341-117 
1904 352-87 
1905 35852 
1906 371°27 
1907 391-87 
1908 411-92 
1909 429-83 
1910 439-05 
1911 450-07 
1912 465°15 
1913 Ist Qr. 470-91 
1913-4 49509 
1914-5 51922 
1915-6 529-95 
1916-7 7 53525 
1917-8 541-80 
1918-9 549074 
1919-20 56638 
1920-1 626-81 
1921-2 647°97 
1922-3 697° 46 
1923-4 717-93 
1924-5 733°37 
1925-6 754 32 
1926-7 78867 
1927-8 822-86 
1928-9 831-39 
1929-30 856-75 
1930-1 86981 
1931-2 876-34 
1932-3 S84-91 
1933-4 384 41 
1934-5 R8547 
1935-6. 870-57 
1936-7 880-13 


(Att Ratmways) 
(Rs. in crores) 
Net earnings Ratio of net Gries ar to 
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During the first decade, starting from 19005 net earnings 
of Indian railways averaged 5°37 per cent. “An increase 
was recorded in the succeeding decade ending 9-20, and 
the net earnings rose to 6°52 per cent. During infu y ears, 
1920-4, there was a decrease -to 4°66 per — 
recovery to an average of .5°47 per cent in i — six 






years till the commencement of the depression. For the first 


quarter of the century, 1900——-1923-24, barring the effects of the 
compulsory reductions in expenditure during 1914-8 owing 
to the warm railways earned on an average 5°73 per cent 
on capital’; and, if we include the next six years, net 
earnings work out for the period, 1900 to ds maa at the rate 
of 5°68 per cent on the total eapital. 

It is interesting to compare these results with the trend 
of net earnings during the seven years of depression which 


followed. Average net earnings améunted to 3°58 per 


cent, representing a decline of two-fifths as compared with 
that of the first three decades of the present century. 
Including the depression years, the average for the period 
1900 to 1936-7 amounts to 5 28 per cent. The record seems 
on the whole to malata a satisfactory performance. 


GAIN TO GOVERNMENT 


A third test of the financial stability of Indian railways 
is to be found in the net gain to the Government of India from 
railways. The net gain constitutes the balance of net 
earnings left after meeting interest and other indirect charges, 
and forms the surplus available to the State from its railway 
investment. After the continued losses incurred by the State 
on railway account in the last century, the tide turned in favour 


of the State in 1900. The surplus to the State in that year 


amounted to only Rs. 11 lakhs, but it gradually increased 
to larger proportions. The gains or losses to the State since 
1905 are shown in Table 19. Starting from 1905 the gain to 
the State averaged Rs. 2°39 crores a year in the first quin- 
$: s Only 24 years, r 
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mated 909. Duri — two quinguennia, 
o 1914? ; and 1915-6 t to 1919-20, the net gain increased _ 
— zes of — crores and Rs. 11°48 crores 
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DIRECT. GAIN OR LOSS TO THE STATE FROM 


RAILWAYS* 
Year In lakhs of Rs. 
—— 1905 3,01 . : 
1906 3,46 
ESES 1907 2,37 
ja 1908 1,86 —— 
pa 1909 1,24 
fs 1910 3,01 > 
1911 5,69 
1912 7,22 
° ~ 4913-4 7,19 
1914-5 3,23 p 
1915-6 6,11 
: 1916-7 11,22 
1917-84 14,87 : 
1918-9 415,85 
1919-20 9,34 J ` 
1920-1 5,64 
- 1921-2 —9,27 | : 
1922-3 1,22 
1923-4 6,44 
192 6,78 
1925-6 5,49 
1926-7 6,01 
1927-8 6,28 
1928-9 5,23 
1929-30 6,12 
1930-1 - 5,74 
z 1931-2 * 
1932-3 <2 J 
1933-4 7 = 
1934-5 as 
1035-6 Me : 
1936-7 syi 


* The figures from 1905 to 1919-20 are taken from the Railway Finance Committee K 
Report, 17 December 1021; the figures from 1920-1 to 1923-4 taken from the Railway 
Board's Reporte. The figuros from 1924-5 onwards, taken from tho Railway Board's 
Reports, denote the contributions to the general revenues fixed in accordance with 
the resolution adopted in connexion with the separation of the Railway Budget from the 
General Budget. The contributions do not represent the net gain ; isy are — a part 


of it. * 


‘respectively. The substantial rates of gain had by — 
become such a regular feature of the finances of the Govern- 
ment of India that the Financial Relations Committee assumed — 
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a Soutei bution from railway revenues to the Staps every year 
of no less than Ks. 103 crores. The collapse of railWay earnings 


in 1920-1 led to an increase of rates and fares and the imposition 
of a surcharge to secure the contribution to genera revenues. 
In 1921-2 there was, as stated earlier, a deficit ~ 6£ . over 
Rs. 9 crores and the position only improved to a small surplus in 


the next ‘two years. The average net gain to the State during 


the four financial years, amounted to Rs. FOL crores—about 
one-eleventh of the average net gain during the previous 
quinquennium. 


The gain to the State represents the residual profits after 
meeting the interest charges. With the Separation Conven- 
tion, the annual payment to Government by the State-owned 
railways was, as referred to already, fixed on a different 
principle. It was, limited to a contribution of one per cent 


of the capital at charge on the commercial lines plus one-fifth 


of any surplus, the balance being transferred to a reserve 
fund. This fact must be kept in mind when comparing the 
contribution since 1924 with the payments to the State during 
the preceding years. The contribution to general revenues 
during the first six years following the Separation Convention 
—a period often referred to as one of erent railway prosperity— 
amounted to an average of Rs. 5°99 crores. The balance, 
averaging Rs. 2°79 crores a year was transferred to the reserve 
fund. If we add these two figures we get a general. idea of 
the amount of the net gain to the State which might have 
acerued but for the convention. On this computation, we 
get an average surplus of Rs. 8°78 crores for 1924-30. The 
actual surplus under the pre-separation system of accounting 
would have been greater, since the institution of the deprecia- 
tion fund in 1924 created a new charge on current revenues, 
which was higher than that incurred before on account of 
renewals and replacements. During the period of the de- 


pression, a contribution of Rs. 5-74 crores was paid for the 


first year, 1930-1, only, and the contribution was suspended 


— p. 88. 
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with effect ‘fron the following year. Although the contri- 
bution according to the convention is a definite liability on 
future s urpluses, the policy of Government appeared to treat 


it as it it. did not exist. The average rate of gain spreading” 
the contribution of 1930-1 over the seven years 1930-7, amounted 
to a little over four-fifths of a crore. 3 

. It should be stated here that the general survey attempted 
in the preceding paragraphs deals only with major trends. 
It needs, particularly during the post-separation period, to 
be qualified in the light of certain considerations to be taken ' 
up later. But the conclusions which emerge from the review - 
of the financial results of Indian railways from the beginning 
of the present century, and which are not affected by other 
facts, may be summed up as follows : 


(1) gross earnings of Indian railways have increased at a 
progressive rate ; 

(2) working expenses have increased more in proportion 
than earnings ; z 

(3) gross receipts on the whole have been sufficient to meet 
all charges ; and, 

(4) besides meeting interest charges, net earnings have left 
a substantial surplus as gain to the State. 


FINANCIAL STATUS OF INDIAN RAILWAY SYSTEMS 


In the brief survey just cencluded, Indian railways were 
treated as a single system, and the financial results were ex- 
pressed in totals, including all railways. One can hardly 
expect the performance of each railway to conform 
strictly to the average figures stated for all the systems. — 
Railways which serve economically under-developed areas 
must, in the nature of things, be financially weaker than 
those running through more prosperous regions, It is, therefore, 
necessary to appraise the financial position of individual 

* systems. Before proceeding to a detailed | examination of 
State-owned railways after the separation of railway finance, 
a general review of the finarcial record of these systems 
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since 1900 may supply a useful background. For this purpose 
the principal Class I railways—owned by the State—and their 
predecessors prior to 1922 are examined. The railways have 
been arranged into two groups, state-managed and company- 
managed, for fagility in comparing the financial record of those 
lines which since 1924 have passed from company to state 
management. The financial results of each railway are examined 
in the light of the three tests applied in the preceding para- 
_ graphs, namely, operating ratio, net earnings and gain to 
the State. 


The operating ratio 


The -operating ratios of the principal Class I railways * 
exhibit a great diversity in operating results. The A.B. recorded 
a ratio up to 99, while the B.&N.W.—except during 1936-7— 
never exceeded 50. There are similar differences from rail- 
way to railway and from year to year. As it is difficult to 
grasp the significance of the annual figures for all the lines 
for a period exceeding thirty-five years, we may examine the 
quinquennial averages. The quinquennial averages for ‘each 
railway, given in Table 20, indicate the trends of the operating 
ratios during 1900 to 1935. 

Among the company- -managed railways, the A.B. during 
the first quinquennium had an operating ratio of 85. This 
increased to 93 in the next period. During the next fifteen 
years, it varied from 76 to 78. It was only during 1925-30 
that the ratio came down to 56. The B.&N.W. has, through- 
out this period, moved within a range of only 7 per cent from 
40 to 46. The B.N. during the first twenty years deviated 
by only l per cent from the initial average of 50; but during 
the last fifteen years, the operating ratio increased to 66 and 
again to 76. The B.B. &C.T. recorded a similar increase during 
the post-war decade. In 1930-5 the ratio decreased from 


s Tho statistics quoted in this section refer only to the main lines and do not include 
the lines worked by them, and comprised in each system, The statistics of the B. & N.W 
a company railway not owned by the State aro quoted to provide a contrast to the other 


two grow . The Tirhoot Rai way, for which figures are given soparate ivy was, as 
mentior earlior, State-ownml but ‘managed by the B.&N.W. 
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oy e on the — gauge and from 59 to 58 on the 
* metre gauge. Both the M.&S.M. and S.I. indicate fairly 
$: — averages which have throughout the period moved 
* 46 and 58, except during 1920-5 when there was an 


e on. these two lines to 62-3. é 







ae x “TABLE 20. QUINQUENNIAL AVERAGES OF OPERATING RATIOS * 
an n : (Class I Railways) 
¢ > . 
RA Railways 1900-4 1905-9 1910 to 1915-6 1920-1 Average Ae 6 1930.1 
— 1914-5 to to 1900-25 to 
A 1919-20 1924-5 192 i 30 1934-5 
State-managed : | 
a Burma 55 u2 59 oO ou 58 59 76 
-a E.B. DO gl ou io 76 ol is Sit 
EL 35 40 30 us 60 42 al 65 
OAR. 50 os 50 46 69 56 F 
G.LP 50 54 58 5th 75 59 69 75 
N.W. - 52 Ol 00 53 80 tl 73 31 
Company-managed : 
a 85 93 = 76 78 77 3 56 70 
B.&N.W. 41 45 40 42 45 43 4l 40 
Tirhoot ad 39 41 AG 43 40 40 
B.N. D 51 49 50 GU 53 os 76 
B.B.&C.L(B.G.) 48 47 50 46 us 52 63 60 
» ALG) 54 51 48 i 54 59 58 
M.4£5.M ele 5i AO 62 56 D4 57 
S.I. 46 52 54 48 63 52 58 58 
N.G.S. 47 43 51 54 45 4s 42 55 


- 


* Note——-The quinquennial averages have been computed for the main system only, 
and exclude the figures of the worked lines. ‘The statistics are taken from the History of 
Indian Railways, published by the Railway Board. It should be observed that the 
etatictics relate to the calendar year for 1900-1912, and to the financial year thereafter. 
The averages for the Tirhoot and B.B.&C.1.(M.G.) are worked out on the basis of 20 years; 
and the average for the M.&5.M, of 15 years only. The E.I. includes since 1 July, 1925 
the figures of the O.&R. The Burma became state-managed on | January 1929, 


Turning to the state-managed railways, the Burma had 

an average which till 1930 varied between 50 and 63. But 

in the last period there was an increase to 76. The E.B. 
from an initial ratio of 50 during 1900-4, exceeded 60 in the 
second period, remaining at that level till 1920. During the 
next fifteen years there was a steep rise to 83. The E.L, the 
most important of all the lines in point of earnings, recorded 

a ratio of 35 in the first quinquennitm and remained at or 
below 40 till 1920. The last three quinquennia witnessed 

a considerable increase by more than 50 per cent, and the 

. average touched 65 in 1930-5. The figures of the O. & R., 
"N which was amalgamated with the E.I. in 1925 after State 
2 ‘acquisition of the latter, are important as indicating that the 
di nò 
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subsequent rise of the ratio on” the combined E.I. system is 
not to be attributed to the merger alone. This is clear from 
the-fact that during the years 1920-5, the E.I. had an operating 
ratio of 60 independently of the 69 of the O.&R. The G.LP., 
which was company-managed till July 1925, remained well 
below 60 in the first four quinquennia and increased to 75 
during 1930-5. The N.W., which had approximately the same 
record as the weaker lines till 1920, averaged 80 during 1920-5, 
and after a decrease to 73, rose again to more than 80 in the 
last period. | 

Taking the performance of each railway since 1900, the 
highest operating ratio averaged for the whole period is that 
of the A.B. Next in order are the’ N.W., E.B. and 
G.I.P. Only two railways, the B.&N.W: and E.I., had 
ratios well -below 50. All the other systems had operating 
ratios ranging from 50 to 60. It will be seen from the averages 
for 1900-25 that the ratios of almost all the lines had gone 
up during 1925-35. The only exceptions were the B.&N.W. 
and Tirhoot, which maintained their lower levels during 
1925-30, and the A.B., which showed an improvement 
over its past record. The comparatively lower operating ratios 
of the B.&N.W., the Tirhoot operated by it, and the N.G.S., 
company-managed till 1930, are in marked contrast to the 
ratios of the other lines. 


Net earnings 


The trend of net earnings, which, as mentioned earlier, 
may be taken to indicate the profit earning capacity of the 
different railways, may be seen from the percentages of net 
earnings to capital at charge given in Table 21. The 
financially stronger systems in the groups, namely, those which 
had been steadily yielding a rate of net earnings exceeding 
5 per cent during the first quarter of the present century, are 
readily singled out. The B.&N.W., it may be seen, produced 
a high rate of net earnings throughout, and this applies to’ 
the .Tirhoot section as well. The B.B.&C.I. showed an equally 
good record. In fact, the metre gauge section of this railway 








K: — of 11-09 per — Se the 

3 ‘The: ‘M.&S.M. and S.I. came next. The E.I: 
pty cong: a net income exceeding 8 per cent till 1920, 
o ` and this came down to 5'65 per cent in 1925-30, and to just 
Ea under ' 4:5 per cent in-1930-5. The record ofthe G.I.P. was 
— atisfactory till 1920, but in the last three quinquennia the 
$ * peared decreased to 3°77, 4 and 2°5 per cent respectively. 
All the remaining railways, the E.B. and N.W., state-managed 
throughout, and, in the earlier half of the period, the 
= Burma, yielded less, and in certain cases, much less, than 5 
per cent. The lowest has been that presented by the A.B. 

= Jn the first two quinguennia net earnings stood between 
0:3 and 0:24 per cent, and in the next the percentage increased 
to 1-5. There has since been an improvement to 3°9 and 2-2 

per cent respectively in the last two periods. The average 

for the first quarter of the century works out to 0°8 per cent. 





TABLE 21. QUINQUENNIAL AVERAGES OF PERCENTAGE NET RETURN — 
ON CAPITAL * 
(Class I Railways) 
Railways 1900-4 1905-9 1910 tọ 1915-6 1920-1 Average 1925-6 1930-1 
1914-5 to to of to to 
f 1919-20 1924-5 1900-25 1929-30 1934-5 
State-managed : 
Burma 4°33 4°38 4°03 6-22 6:67 531 7:28 2°56 
EB. 6°25 4°53 4°42 4°16 2°09 4°47 4°82 1'78 
E.I. 9:73 8°42 9-11 1013 646 8°77 5°65 4°42 
0.&R 4-89 3°72 5°38 7:12 4°10 5:05 — — 
~G.LP. 7'28 6-74 5°06 6°72 3°77 6-09 4°09 253 
N.W. 4°09 3°97 4°25 5-90 2-06 4°24 3°52 1-94 
Company-managed 3 
b .B. 030 024 1-00 Loo 150, Os! 3'93 2:22 
B.&N.W 5:96 5'76 6.80 7°80 0°60 718 10-42 T45 
Tirhoot 5'04 5:53 56:95 7:16 8-02 ii 1057 774 
B.N. 3°36 441 5:13 6:57 439 477 4°05 2'44 
B.B.&C.1(B.G.) 706 8°35 770 064 529 7-63 4°87 4-64 
es (M.G.) .- 7'07 8:50 11-09 D18 8:96, 1007 8:55 
M.£5.M Ns - 4°83 7-53 5°83 6-06 7°76 5°71 
5.1. 7°29 6:99 6°85 956 7-61 T06 T94 5'14 
NGE ; 514 G13 60% 5°87 S75 639 884 6:57 


: 


* See Note to Table 20. 


The figures quoted above not only disclose ‘the trend of 
financial results, but offer certain other indications as 
well. The increase of net earnings attributable to larger 
“receipts, the enforced curtailment of expenditure on repairs 
and maintenance, ete., during and immediately after the war, 
js borne out by the averages for the quinquennium on all 
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railways. The only exception to this was the A.B. Secondly, 
the ideas held about the extent of prosperity enjoyed during 
1925-30 do not seem to be justified, particularly on the state- 
managed railways. The A.B.. B.&N.W., M.&S.M. and Burma 
show increases ¿during the period. But the B.N., B.B.&C_I. 
and S.I. had certainly enjoyed equally and even higher levels | 
of net earnings in the earlier quinquennia. The position on 
the E.B.. B.L, G.I.P. and N.W. seems to have worsened 
materially during the post-war decade. It is significant that 
the general decrease during 1930-5 was greater on. state- 
managed than company-managed lines. 
Net gain or loss to State 

The final test of gain or loss to the State on the working of 
its own railways discloses profitable investment on certain 
systems throughout the period under review. ‘The quin- 
quennial averages of gain or loss to the State, given in Table 
22, indicate that the B.B.&C.L., S.E and E.I. represent 

TABLE 22. QUINQUENNIAL AVERAGES OF GAIN OR LOSS TO STATE * 


(Class I Railways) 
(In lakhs of rupees) 


Railways > 190024 1905-9 ated * KES 6 * l Av erago Mas: 6 1930-1 
to 
’ 1919. 20 1924. 5 1900-25 1929. 30 1934-5 
State-managed : 

Burma 7 l1. 17 32 42 22 62 — 659 

E.B 21 19 10 — 30 6 4g — 75 

EL 1,56 1,40 2.21 3,32 212 212 261 21 

O.&R — J3 23 64 10 17 fo — 

G.LP 24 — 30 — -4 56 — 23. 11 70 —1I1,52 

N.W — 29 — 15 31 1G4 —1,04 oO” — 4 —s3.35 
Com r — — 

mea “3 35 — 39 — 32 — oo —= OF — 40 4 — 41 

e A 5 20 50 1,02 10 34: — 3] -—1,63 

B.B.&C.I. Cpe G, * 3 20 50 1,19 60 Sl 58 37 

ia 63 73 1.33 1,08 D4 1,34 1.05 

M&S. M. A F — 37 20 23 4 1.07 30 

15 20 54 1.08 88 59 1,10 4] 


* Seo Note to Table 20. 


this group. On certain other lines, such as the Burma, 
and M.&S.M., the profits were on the whole greater than 
the losses. ` The B.N., which was a paying line till 1925, became 
a liability thereafter. The G.I.P. and N.W. brought losses to 
the State except for two quinquennia, 
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If we exclude the depression period, the position may be 


— stated thus : the losses on the G.I.P. varied from Rs. 4 lakhs 
T to Rs. 30 lakhs. The heaviest loss to Government is found 


on the N.W. on which an annual loss of Rs. 104 lakhs had to 
be met during 1920-5 and Rs. 49 lakhs during 1925-30. This 


SA is largely because of the strategic section which forms part 


of the N.W. But for unrelieved deficit, the A.B. holds the’ 
record. During the first quarter of the century till 31 March 
1925, the A.B. was subsidized by the taxpayer to the extent 


of Rs. 36 lakhs a year. There can be no doubt that the main- 


stay of railway finance during the period under review was 
the financial stability of the B.N., B.B.&C.I., E.I. and S.I. 
Railways. The surplus revenues of these lines have been 
indirectly financing the deficits of the other railway systems. 


Taking the average gain or loss for 1900-25, it will be noticed. 
that all the lines with the exception of the A.B. produced 
a net gain to Government. The gain varied from an average 
of Rs. 6 lakhs on the E.B. to Rs. 212 lakhs on the E.I., and 
after meeting the loss on the A.B. there was still a substantial 
amount left for payment to Government. The position im- 
proved during the pre- -depr ession quinquennium, and only 
worsened after 1931 on account of the depression. 


The financial results of the individual railways thus confirm 
the conclusion reached earlier: that Indian railways present 
on the whole a satisfactory record over a comparatively long 
period, 1900-30. The foregoing analysis raises several important 
questions. The financial position of certain systems deterio- 
rated during the post-war decade. The lines acquired by 
the State for direct operation appear to have been more sus- 
ceptible to losses than those which continued to operate under 
company management. If the causes connected with this 
result are related to the policy of improving service and faci- 
lities and giving the public better value for their money 
there is no cause for complaint. The loss in the direct 
gain to the State is in that case counterbalanced by increased 
comfort for passengers, lower fares and freight rates, and better 


— 
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service all round. If, on the other hand, they are connected 
with the policy of state management, the public need to be ins- 
tructed about it, and proper correctives applied. The answers 
to these questions. must await a closer study of the finances 
and operation of the State-owned railways. The exa- 
mination of the former is undertaken in the following pages. 
The latter is dealt with in the succeeding chapters. 


THE FINANCIAL STATUS OF STATE-OWNED RAILWAYS 
UNDER THE CONVENTION 


The general trends of Indian railway finance were indicated 
in the preceding pages as disclosed by the financial results of - 
working during the first thirty-five years of the present century. 
The financial record of the post-separation period ended 
31 March 1930 was viewed in perspective, that is to say, in the 
light of the tendencies in evidence during the previous twenty- 
five years. We may now turn to the financial results of the 
State-owned railways after 1924. The State-owned railways 
represent almost entirely the Class I railways, the only systems 
excluded being the Bengal & North Western, Rohilkund & 
Kumaon, and Nizam’s Guaranteed State Railways. 

It should be stated here that the statistics of the pre- 
separation and post-separation periods, though sufficiently 
accurate for the broad conclusions reached earlier, are not 
strictly comparable. Certain changes and refinements in rail- 
way accounting and classification introduced after 1924 have 
altered the significance of the terms used. Two new concepts 
were introduced in 1924 as a result of the institution of the 
depreciation fund and the contribution under the terms of 
the Separation Convention. Formerly, under the head ‘pro- 
gram revenue,’ expenditure was incurred for renewals and 
replacement, but this was entirely different from a proper 
depreciation fund established on the bases of estimated lives 
and caleulated wear and tear of different units of wasting 
assets. With the institution of the fund, depreciation charges 
automatically became a constant item of railway expenditure 

16—15146 
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š — of whether expenditure was incurred for replace- 
= ment or renewal of assets, whereas formerly only that amount 
Fa = was entered in the accounts which was spent during that 
— year on renewals or replacements. Thus the depreciation 
=~ charges in 1924-5 amounted to Rs. 10°35 crores, but in fact 
only Rs. 7°29 crores were spent towards renewals and replace- 
ments, the balance being left to accumulate in the fund. Under 
the original system, that balance would have formed part 
of the surplus, thus increasing the net gain to Government. 
The result of the institution of the depreciation fund, 
therefore, has been to increase the fixed charges on the expendi- 
ture side. This principle was not extended to company- 
~managed railways, which continued to be worked according 
to their contracts and the older procedure, as it was found 
that it would not be to the advantage of the State.’ 

The contribution to general revenues has been referred 
to already. The formula applied to ascertain the contribution 
makes it clear that the entire balance left after meeting rail- 
way expenditure was not to be appropriated by the State. 
Another result of the Separation Convention was that the losses 
on the strategic railways were transferred to the State, and 
the procedure adopted was to deduct the losses on these lines 
from the contribution due according to the formula laid down. 

A radical change was also effected under the head of interest. 
The price of certain railways purchased by Government was 
agreed to be repaid by means of annuities, which naturally 
included elements both of principal and interest. The whole 
of these annuitfes had previously been debited to revenue 
under the head ‘interest.’ But with effect from 1924 the 
‘element of interest was taken as a charge against general 
revenues and not against railway revenues. The result of 
all these changes was to alter the meaning and significance 

= Ofthe terms used after the separation. The procedure followed 
: after -1924 will be better understood if attention is paid to 
È the elements entering into the computation of the net traffic 


— 


‘Ne ? Chapter VIII infra. 
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receipts, net revenue, surplus and net surplus. They are 
briefly summarized as follows : 

Net traffic receipts—gross traffic receipts — . [operating 
expenses-+ depreciation payments 
to the worked lines] 

Net revenue=net traffic receipts-+-[net miscellaneous 
receipts — miscellaneous charges 
and surplus profits payable to 
companies | 

Surplus=net revenue—interest charges 

Net surplus (transferred to reserve fund)—surplus—contri- 

. bution to general revenues. 


It should be understood that these terms are used in the 
following pages in the sense indicated above. 

The financial condition of State-owned railways improved 
considerably after the collapse of earnings between 1920 
and 1924. The changes in the accounting procedure render 
the presentation of comparable figures difficult. The performance 
of State-owned railways after 1924 will, therefore, have 
to be examined independently by itself from the results of 
working during the post-separation years. The widely 
divergent characteristics of the pre-depression and the depres- 
sion years justify separate treatment of each period. 


TREND OF THE OPERATING RATIO 


The trend of the operating ratio on all State-owned 
railways (commercial and strategic) is indicated in Table 23. 
The total gross traffic receipts, which stood in 1924-5 at Rs. 100 
crores, declined in the next two years to Rs. 99 crores and 
Rs. 98 crores, after which earnings increased to Rs. 103 crores. 
Traffic, receipts, which remained at that level till March 1929, 
declined by a crore during 1929-30. Operating expenditure in 
1924-5 amounted to Rs. 51°65 crores; it increased to about 
Rs. 53 crores in the following year and remained about that leve] 

_ © Tho statistics of the company-managed lines for purposes of comparison have been 


 peeast on tho basis of the State railway “nim and this should be kept in mind while 
examining the and averages in Table 2 
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till 1927-8. There was an increase of 7:6 per cent. in the next 


ro years over the 1924-5 level from Rs. 53°06 to Rs. 55°59 
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— . These features are reflected in the operating ratios. 
ey TABLE 23. FINANCIAL RESULTS OF WORKING THE STA 
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MA a RAILWAYS* 
pe ' w ~ 5 > 
8 (COMMERCIAL AND STRATEGIC LINES COMBINED EXO. WORKED LINES) 
—— ~~ > (Re. in crores) 
na Gross Operat- Total Ratio Railway 
traffic ingex- Depr. Operating ratio working of net Contri- reserve 
Year receipts penses fund ine. exe, exp're. receipts bution fund 
derirevialion? to capital = 
Hs. Ra. a o lke. "Rs, 
1924-5 10013 L65 1035 GrG. GID 62-00 6-0 6:78 6°38 
1925-0 ogy 5790 10-867 S36 64°53 üy Gü 54 5-40 379 
1026-7 96:42 62°89 1089 53°7 648 07:78 il Hol 1-49 
1927-8 10343 53°06 11°38 61:3 62:3 6444 ih i728 4°57 
1928-0 10373 54°22 12:00 H23 63°8 , 66°22 54 5°23 | 2-58 
1929.30 102°70 55°50 12°59 GAl 664 üs- 15 4:5 6'12 —2°08 
Average 1011:22 53°40 11-31 52°8 63D 944 71 5*3 ooo 2-70 
1924-30 
1030-1 9510 54°39 13-07 57:2 709 67°46 " 25 874 —10 03 
1931-2 88:63 49°31 13°46 56°9 72°5 2°77 a0 8 — 05 
10323 84°43 49°08 13:77 3567 73-0 5285 2°7 S ots 
1933-4 S663 40°50 13 DES Tid üy o6 30 . S E 
1934-5 9020 S027 13-72 547 OD 63-99 3:3 5 * 
1935-6 O65 50°87 13°26 5400 605 0412 34 NS 
1936-7 05:40 50°25 13:17 514 652 03:38 +2 8 — 
Average 89°88 50°52 1343 554 703 63°95 3-3 


1930-7 


* Tho figures are taken from the statistics given in the Axplanatory Memorandum 
to Railway Budget and Railway Board's Report 1936-7, Vol, L 

t Tho figures of operating expenses are affected by the inclusion of the 
credits from released materials which were up to 1931-2 taken in reduction of operat- 
ing expenses. The procedure has changed since, and for proper comparison the ratios 
have been computed as if the same procedure had been continued. ‘The amounts involved 
aro Ra. 119 lakhs in 1932-3 and 1933-4, Rs. 90 lakhs in 1934-5 and Re. 110 lakhs in 1935-6, 
During these years these amounts were added to receipts, and during 1936-7 the credita 
were taken in reduction of the depreciation fund. It should also bo noted that dt 
expenses were reduced by Ra. 166 lakhs in 1930-1 by a credit from the depreciation funk 
Yor correction of past accounting adjustments, and in 1024-5 by Rs. 179 lakhs by certain 
abnormal refunds of expenditure in previous years. Seo Railway Board's Report 1936-7, 
Vol. ay E 17. 4 


The operating ratios of State-owned railways are shown 
in two separate columns. The first column, indicated as ex- 


» luding depreciation, presents the ratio of ordinary working 


expenses to gross earnings. In the second column the 

. operating ratios are computed taking total working ex- 

penses, which include depreciation. The annual appropriation 

on account of depreciation is also given for each year in the 
fable. 

The operating ratio, excluding depreciation, on all State- 

owned railways stood at 51-6 in 1924-5, and increased to 54 
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during 1925-7. There was a decrease in the next two years, 
due to increased receipts. In 1929-30 the ratio again reached 54. 
The operating ratio, including depreciation, for 1924-5 
was 62 and showed the same trends as the ratio excluding 
depreciation, recording an increase during 1925-7, a decrease 


` during 1927-9, and finally an increase in 1929-30. The average 


ratio for the six years was 52-8 excluding depreciation and 


- 63°9 including depreciation. __ 


* "NET RECEIPTS AND CONTRIBUTION 


The ratio of net traffic receipts to capital at charge 
was 6:0 in 1924-5, the highest touched during the post-separa- 
tion period. There was a tendency thereafter towards a 
decrease in the average percentage of the net traffic receipts 


to capital except for an interruption in 1927-8 due to additional 


receipts. ‘The gradual decline reflects the effects of the policy 
of capital expenditure and the consequent increase in the 
capital at charge. The net traffic receipts dropped to 5-1 per 
cent first, and then to 4°5 per cent in 1929-30. The average 
for the six years ended 31 March 1930 was only 5'3 per cent. 
This average return, it will be noticed, was less than the 5°5 
per cent average net receipts which the Indian Retrenchment 
Committee considered State-owned railways ought to earn 
on the capital at charge invested by the State. 

The gain to the State, as stated earlier, was stabilized under 
the convention in the form of a “contribution fo” General 
revenues. During the pre-depression period profits to the 


State were in the aggregate regular and substantial. The 


largest contribution for the entire period was that paid in the* 
year of separation itself, and amounted to Rs. 6°78 crores. 
In the succeeding year it declined to Ks. 5°49 crores and 
increased to over Rs. 6 crores in 1926-8. The contribution 
was down by a crore in 1928-9, but it rose again to more than 
Rs. 6 crores in 1929-30. The average contribution for the" 
whole period worked out at the rate of Rs. 5°99 crores a year, 


Although the gain in the shape of the contribution to the 
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— He — does not appear to be high when compared 
h the standards c of return prior to 1920 or the Meston figure 


4 * of Rs. 10% crores, the surpluses computed on the pre-separa- 
4 tion practice were by no means lower. Account must be 


$ 


Fa taken of the net surpluses transferred to the railway reserve 
- fund, which represents roughly the limit set by Government ` 
_ itself to its appropriations of the profits from railways. The 

= net surpluses transferred to the reserve varied from year to ` 
year, but the largest credit was in the first year itself, amounting: 
to Rs. 638 crores. In the next two years, the net surplus 
decreased to one-half and one-quarter of this amount respectively, 
but thanks to the improved revenue position during 1927-9, 
the accretions to the reserve recovered to Rs. 4°57 crores and 
Rs. 2°58 crores respectively during the two years. The year 
1928-9 was the last one in which the railways had any surplus. 
In 1929-30, net revenue was insufficient to meet the contri- 
bution and the deficiency of Rs. 2°08 crores was met by draw- 
ing on the fund. Payments into the fund during the five years 
ended 31 March 1929 totalled Rs. 18°81 crores and, averaged 
over the entire pre-depression period, worked out at the rate 
of Rs. 2°79 crores per annum. 

The performance of State-owned railways during the 
first six years after the separation of railway finance seems 
to have been generally satisfactory. As the principles of 
railway finance were somewhat altered under the convention, 
it may be helpful to visualize the ‘position during the period 
é » had the earlier practice” prevailed. The railways paid into 

the depreciation fund, which represented a new element in 
aay accounts, Ks. 67°88 crores, of avhich they spent on 
_ “rénewals and replacements of wasted assets Rs. 55°64 crores, 
leaving a balance of Rs. 12-24 crores. Under the older practice, 
“the unspent balances in the depreciation fund would have 
been appropriated as part of the gain to the State. If we 
add to this the accumulations in the reserve fund amounting 
‘at the end of 1929-30 to Rs. 16°73 crores, the total surplus 
would have been Rs. 64°88 crores, or an average annual surplus 
i of Rs. 10°81 crores during the first six years after the separation. 
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This comes up to the level of the Meston Committee’s estimate 
of the income from railways to the State. _The comparison 
serves to indicate that the prosperity of the post-separation 
years was exaggerated and that the surpluses of State- 
owned railways were not much above the level of profits 
earned before 1920. The only qualification that may be made 
to this statement is that the existence of the depreciation 
fund may have led to a higher scale of expenditure on renewals 
and replacements than that of earlier years.” 


RAILWAY FINANCE DURING THE DEPRESSION 


The impact of the depression was experienced in 1930-1. 
In fact, even in 1929-30 itself, gross earnings had declined 
by over a crore as compared with the previous year. But 
Indian railways were not prepared for the suddenness with 
which the great depression set in. Introducing the budget 
for 1930-1, the Railway Board budgeted for the commercial 
and strategic lines (including worked lines) gross receipts 
amounting to Rs. 107-75 crores. Before the year had advanced, 
it was realized that it was impossible to obtain the estimated 
amount of earnings, and the revised estimates scaled these down 
by almost 12 per cent, namely to Rs. 95 crores. The actuals 
amounted to Rs. 95°10 crores. In view of such serious deteri- 
oration in receipts, the gravity of the position was recognized 
early in 1931 and this fact is reflected in the budget estimates 
for 1931-2. Introducing the budget in the Assembly in 
February 1931, Sir George Rainy referred to the necessity 
of promoting economy and bringing about a reduction of 


expenditure, and stated: ‘We feel that at this juncture our 


primary duty is to stop up the hundreds of loopholes through 
which money is apt to leak away in times of prosperity, and 
we hope that the reduction of expenditure will come not from 
half-a-dozen large items but from an immense accumulation 


® This may imply cither that the expenditure incurred in previous years was less than 
—7 y or that the post-separation oxpenditure was more than necessary, The dif- 
forence tween what ought to have boon spont and what was spent may imiicate the 
extent of ‘prosperity’ in tho post-soparation poriod, 
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* 
items, the aggregate of which may | be very substantial.’ ao 
Em the Explanatory Memorandum, the Chief and the Financial 
_ Commissioners, Railways, instanced certain measures of eco- 
nomy which had already reduced the expenditure for 1930-1. 
= ‘The main directions in which economies have been initiated 
_ during the current year are in repairs and maintenance of 
= track services, buildings, idential quarters and station 
machinery ; but care has been taken to see that, while no 
expenditure should be incurred om non-essentials, the standard 
of maintenance necessary to secure the safe passage of trains 
should not be lowered and railway property should not be 
allowed to deteriorate.""' Turning to the budget year, 1931-2, 
the Commissionérs of the Railway Board drew attention to 
the additional expenditure on account of increased staff neces- - 
sitated by the employment regulations, and the additional 
track of 900*miles to be opened that year. The principal 
measures of economy they proposed were to reduce working 
costs; to scrutinize the scale of establishment, particularly 
—— establishment; to .reduce the strength of the 
permanent-way gangs particularly on the branch lines and 
sidings ; to economise the use of materials and cut down the 
number of ballast trains; to decrease, without depreciation 
in the value of the property, the cost of maintaining and re- 
pairing structures and buildings and use cheaper materials. 
‘In fact, they added, ‘by lowering the previous standard: 
of maintenance where this can be done without prejudice to 
— safety | or any real harm to the property, we aim at saving over 
a crore in the cost of repairing and maintaining way and works 
compared with the expenditure in 1929-30."%* There was 
expected to be a saving of Rs. 70 lakhs also on the repairs and 
maintenance of rolling stock in 1931-2. The Commissioners 
further proposed a less frequent overhaul of wagons and other 
rolling stock, but they did not anticipate much economy from 
_ staff. 






Ta 
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The railways expected an increase in the gross revenues! 
during 1931-2 despite these economy measures, from Rs. 95 
crores during 1930-1 to Rs. 101 crores. The actual results 
proved that the estimate exaggerated the earnings by 14 per 
cent and the gross revenues amounted to only Rs. 86°63 crores. 
After the railway and the general budgets were passed by 
the Central Legislature, the financial situation became ex- 
ceedingly gloomy. The Government of India set up a Re- 
trenchment Advisory Committee of the Legislature with a 
number of sub-committees to enquire into the possibilities 
of economy in. the different departments of Government. 
One of these sub-committees dealt with -the finances of 
Indian railways and published their report in October 1931. 
The findings and, detailed recommendations will be referred 
to later, but mention may be made here of the savings proposed, 





. amounting to Rs. 7°8 crores per annum, of which no less than 


Rs. 4°8 crores had already been carried out by the Railway 
Board and railway administrations. These savings were 
mainly effected by the abolition of some posts, reduction of 
office staff, economies in office contingencies, publicity expenses, 
allowances, etc. The largest item was the reduction in the 
cost of repairs and maintenance through partial postponement 
and use of cheaper materials. 

The effects of the depression may be read from the gross 
earnings of railways since 1930-1. Earnings steadily dropped 
during the first two years and in 1932-3 the nadir of railway 
income was touched at the level of Rs. 84°43 crores. There 
was a slight improvement to Ks. 86°63 and Rs. 90-20 crores 
respectively iv the next two years. The average for the whole 
period, 1930-7, amounted to only Rs. 89:88 crores as against 
Rs. 101-22 crores for the pre-depression period. Working 
expenses, thanks to the economy measures, were also reduced 
to an annual average of Rs. 50°52 crores, which represented 
a decrease of over Rs. 3 crores per annum. The decline in 
traffic receipts was greater than the reduction in working 


i3 Soo Table 23. 
16—1514B 
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expenses, and the operating ratio for all State-owned railways, 


- 2 


exc uding depreciation, increased to 57°2 in 1930-1 and gradually 


x 


= dropped to 54-7 in 1934-5 and 51-4 in 1936-7. The average 


-~ ratio for the whole period was 55°4 as against 52°8 during 
= 1924-30. Including depreciation, the operating ratio exhibited 
A different movement: from 66:4 in 1929-30 it increased to 
70°9 and 72°5 in the first two years. In 1931-2 the highest 
point was touched during the eleven years after the separation, 
namely at 73°0. The improvement in earnings was reflected 
in a reduction of the ratio during 1933-5. The average for 
the whole period was 70°3 as compared with 63°9 for the pre- 
depression period. “It will be observed that the increase 
denoted by the operating ratios, including depreciation, 
amounted to 6:4, while that shown by the ratios, excluding 
depreciation, was only 2:6. The extent of deterioration shown. 
by the former is evidently greater. During the last two years, . 
1935-7, the ratio came down to 65-2. 






With such tendencies as regards gross earnings and working 
expenses, it was inevitable that net receipts and the percentage 
of net receipts to capital at charge should record a corres- 
ponding decline. The ratio of net receipts to capital 
at charge declined from 4°5 per cent in 1929-30 to 3'5 per cent 
in 1930-1. In the next three years it was further reduced 
to about 3 per cent. Only during 1934-5 was there a slight 
improvement, which continued during the succeeding two years 
reaching at the end of March 1937, an average return of 
4'2 per cent. l 


The contribution to Government, as shown, in Table 23, 
was paid only in the first year, 1930-1. We have already 
observed that the contribution for 1929-30 itself could be 
paid only after withdrawing from the reserve fund Rs. 2°08 
crores. In 1930-1 an amount of Rs. 10°93 crores was with- 
drawn to meet the payment of the contribution. In_ the 
succeeding year, net receipts proved insufficient to pay even 
the interest charges. The reserve fund had a balance of only 
Rs. 4°95 crores and this was utilized to the full, and to cover 
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the remaining portion of the interest charges, a temporary 
loan of Rs. 4°25 crores was taken from the depreciation fund. 
From 1932-3 onwards, as the reserve fund was depleted, the 
deficiency of net earnings to meet interest charges was met 
by further withdrawals from the depreciation fund. Some 
idea of the manner in which the railway deficits were covered 
will be clear from the following table : 


‘ 
TABLE 24. NET REVENUE, INTEREST CHARGES AND DEFICITS OF INDIAN 


STATE-OWNED RAILWAYS DURING 1930-7 


$ - (In crores of rupesa)” 
Yoar Not Interest Contribution Deficit Reserve Loans from 
revenue charges i fund deprn. fund 

1930-1 27°53 32:72 574 — 619 —10:93 ; 
1931-2 23:87 33:07 536 — %20 — 4°95 4'2 
1932-3 22°68 32-01 523 —10°23 oe 1023 
1933-4 24°62 32°58 6°21 — 7:96 . 7-96 
1934-5 26:74 31°80 5'04 — & 06 és 506 
1935-6 27°40 31:39 4°99 — 399 =a 3°99 
1936-7 32°02 30°81 - 4°01 1-21 — — 121 


The State, therefore, received only Rs. 5°74 crores during 
the whole period, or an average of Rs. 0°82 crore a year if 
we distribute that amount over the seven years ended 1937. 
But according to the convention, the contributions, which were 
suspended from 1931-2, constituted a liability to be redeemed 
out of future surpluses. The contributions due but not paid 
amounted to Rs. 30°74 crores at the end of 1936-7. The real 
deficit on the working of the railways was, therefore, yery 
much more if we also include the suspended contributions. 
If we take this into account the deficit position was as indicated 
in the following table : - 


TABLE 25. TOTAL DEFICITS ON STATE-OWNED RAILWAYS 


(in crores of rupees) 


Year Interest Contribution Total Net revenue Reserve fund Total 
Deficit 

1931-2 33:07 536 38°43 23°87 —4'5 Orel 
1932-3 32°01 5°23 S814 22°68 —— 15°46 
1933-4 32:58 521 37°79 24-62 13-17 : 
1934-5 31°80 504 36°84 26°74 10-10 
1935-6 31°39 +9 36:38 27°40 RBR 
1936-7 3081 4°01- 36°72 32-02 3°70 






: ed by net revenue which was — by ‘ie tem- 

om the depreciation fund. These loans 
s 25 ig * of March 1937 amounted to Rs. 30°28 crores. 
P~ Including the suspended contributions the total liability 
-amounted to more than Rs. 61°00 crores for the six years 
1931-7, or an average real deficit of over Rs. 10 crores a 
year, a result which indicates the very serious state of 
F financial deterioration on all State-owned railways. 
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FINAN CIAL RESULTS OF PRINCIPAL STATE-OWNED RAILWAYS 


We may now turn to consider the finances of the principal 
State-owned railways. The general condition of individual 
systems may be indicated by considering the average results 
for the six pre-depression and the six depression years. 

The average gross traffic receipts for the period 1924-30, 
stated in Table 26,"* show an increase on six of the railways as 
compared with the year 1924-5. The four railways on which 
the averages were lower than the basic level were the E.I., 
G.I.P., N.W.(Com.) and B.B.&C.1., but this is partly to be 
attributed to the fact that they had exceptionally larger 
incomes in that year. 


TABLE 26. GROSS TRAFFIC RECEIPTS 
(Ra. in crores) 


Average Average Per cent of 
; 1924-5 1924-30 1930-6 1924-30 
State-managed : 
Rs. Rs. Ra. 

Burma 4:29 4°78 3-71 78 

E.B. 5°92 662 — 5-26 79 

E.I. 2061] 20°10 17°97 89 j 

G.LP. 15°16 i401 12°33 Sn ` 

N.W (Com. ) 15:13 1440 13:72 95 

N.W. (Str.) 160 1:60 1°29 8l 
Company-managed : - 

A.B. 1-44 1-853 173 95 

B.N. 8:38 876 772 88 

B.B.&C.1. 12:33 11°74 10:69 91 

M.&S.M. 791 8:50 Os 82 
wn Ss j 515 5'64 533 95 


“ The figures for the Tables 26 to 32 are woikod out taking the actuals for cach 
year published in the Railway Budget papers for 1024-37. 
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The effects of the depression on railway income are reflected 
- in the average traffic receipts for 1930-6. All the systems 
without exception suffered substantial decreases in their receipts 
as compared with the pre-depression period. The largest de- 
crease amounting to more than 20 per cent was on the Burma 
and E.B. The E.I. and B.B.&C.1., financially the most impor- 
tant of all railways, had average decreases amounting to 11 and 
9 per cent respectively. Those which had the least reduction 
in earnings during the depression years were the N.W.(Com.), 
A.B. and S.I, on which the decrease was 5 per cent. 
The other railways had traffic receipts lowered by 12 to 18 
per cent. 
Ordinary working expenses as we have seen, increased 
steadily during 1924-30. The average operating expenditure 
of the different railways showed also an increase during the 
period. Only the average of the E.I. was lower than the figure 
*for 1924-5. The effects of economies and retrenchments during 
the depression period are to be seen in the average for 1930-6. 
Judged from the standards of expenditure of the previous six 
years, there was a decrease on seven systems. Those on which a 
further rise in operating expenses occurred were the N.W.(Com.), 
A.B., B.N. and S.I. The average increase on the A.B. was 17 per 
= 


TABLE 27. ORDINARY WORKING EXPENSES 


( Rs. im crores) 


Average Average Per cent of 
State-managed : 1924-5 1924-30 1930-6 1924-30 
Rs * Ra. Rs. 
Burma 2-18 2-45 2-28 93 
E.B. 347 73 3°46 93 
E.I. 10-54 10-11 O34 92 
G.LP. 8-05 8-47 7-30 NG 
N.W .(Com.) 746 7-77 7-90 102 
N.W.(Str.) L506 1-56 1-50 On 
Company-managed : 
A.B. 0x2 ous 110 117 
B.N. 4°73 FH 5-06 102 
B.B.&C.1. 59I 6-03 5°35 89 
M.&S.M. 3°63 3-80 347 89 
ET. 2-60 2-64 2-73 103 
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i ee * — on the others it varied by 2-3 per cent only. The 
s GLP. had the largest decrease of 14 per cent and the B.B.&C.1. 
aa and M&S. M. e next with a decrease of 11 per cent. 
| on Tt is in ig to note that the B.B.&C.1. was the only railway 
— on which the decrease in operating expenses was greater than 
Pos . that in earnings. Thus, while gross receipts declined to 91 per 
a cent, ordinary working expenses decreased to 89 per cent. 
Taking depreciation charges into account, total working 
expenses on different railways are stated in Table 28. .The 









— TABLE 28. TOTAL WORKING EXPENSES 
, (ERs. in crores) 
txt — Average Average Per cent of 
State-managed : 1924-5 - 1924-30 1930-6 1924-30 
Rs. Rs. Rs. 
Burma —2680 2:90 2'82 97 
E.B. 4°52 4°40 97 
E.I. — 12:17 11:70 96 
G.LP. © 940 10:04 -9:27 92 
N.W-(Com.) 9-15 9-68 10°16 105 
N.W.(Str.) ` 1-96- 1:94 1-96 101 
Company-managed : ; 
A.B. 1-06 119 143 120 
B.N. 5°76 6°08 6-4) 105 
B.B. & C.I. 6-98 7°23 671 93 
M. & 5.M. 4°34 4°70 4°37 93 
S.I. 307 3'18 3°48 109 


six-year averages 





under this head indicate that the reduc- 


tion in expenditure during the depression was less than that 
indicated by the averages of ordinary working expenditure. 
The four systems on which operating expenses had increased 
as compared with 1924-30, showed a greater rise in total working 
expenses. Thus, the increase in total working expenses on 
the A.B. became 20 per cent against an increase of 17 per 
cent in ordinary working expenses. The average expenditure 
on other lines, expressed as a percentage of their averages 
` for 1924-30, was also higher. The inclusion of depreciation 
has, therefore, had the effect of worsening the relative finan- 
cial position of the railways. | 
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The effects of the changes in gross traffic receipts and 
working expenses on the financial position of each railway 


are expressed in the operating ratio. The decrease in earnings 
unaccompanied by a proportionate decrease in expenditure 


forced up the operating ratios of all the railways. The average 
ratios for the two six-year periods excluding and including 
depreciation are given in Table 29. Taking the ratios 
excluding depreciation, it will be seen that the B.B.&C.I. had 
a decrease while the E.I? showed as low an increase as two per 
cent during 1930-6. The Burma, A.B. and B.N. had a rise of 
10 per cent or more. On the remaining lines the operating 
ratio increased by 2 to 9 per cent. 


TABLE 29. OPERATING RATIOS 


Exc, depreciation Ine. depreciation - 
Average Average Average Average 
1924-30 1930-6 1924-30 = 1930-6 
State-managed : . £2 
Burma 51 62 61... oe 77 
E.B. -TOO 65 68 83 
E.I. 50 52 61l 65 
GLP. 57 59 67 75 
N.W .(Com.) 54 58 67 74 
N.W.(Str.) 98 116 121 152 
Company-managed : 
A.B. 51 G+ 65 83 
BLN. 56 66 69 83 
B.B.&C.T. 51 50 62 63 
M.&S.M. 46 50 55 63 
S.I. 47 51 56 65 


The ratios including depreciation indicate that the financial 
deterioration was in fact greater. The B.B.&C.I. and E.I. 
had a slightly larger increase in their ratios and on four rail- 
ways, namely, the Burma, E.B., A.B. and B.N., the averages 
for 1930-6 increased by about 15 per cent or more. re 

We may now examine the trend of net receipts. There 
was a substantial increase in the net receipts of six railways 
during 1924-30, as shown by the averages which were higher 
than the figures for 1924-5. On the E.I., G.I.P.,. N.W.- 
and B.B.&C.I. larger net receipts were realized. On 
these systems, which represented the more paying lines, the 
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zi es for the depression period showed a considerable 
x F dogline. *- Net earnings on the Burma and E .B. among 
the -State-managed railways were more than halved as com- 
| a with the pre- s-depression period. On the G.I.P. the reduc- 
ee tion was over a` third. The E.I. and N.W.(Com.) fared 
* comparatively better as the decrease was limited to 21 per 
_ ent on the former and 25 per cent on the latter. 
‘2 The position of* company-managed railways during 
= the depression period was on the whole slightly better. The 
A.B. and B.N. had average net receipts to the extent of 
less than half their pre-depression averages. The other three 
systems showed less deterioration. The M.&5.M. had a decrease 
`: of 31 per cent and the S.I. one of 25 per cent. The B.B.&C.I. 
= had the lowest decrease as compared with the pre- -depression 
period. 


TABLE 90, NET RECEIPTS AND THEIR RATIO TO CAPITAL 





ote, s (Rs. in lakha) 
Net receipts Percentage to Capital at * 
Average. Average on of 
1924-30 1930-6 1924-30 1924-30 1930-6 1924-30 
Ra. Ka. 
d State-managed : 
Burma 1.88 89 47 6.1 2.5 41 
E.B, 2,10 87 41 4.5 1.8 40 
EI. 7,93 6,27 79 5.8 4.4 76 
G.LP. 4,87 3,06 63 4.4 2.7 61 
N.W.(Com.) 4.72 3,50 75 5.2 3.3 63 
N.W.(S8tr.) —34 — 67 * —1,2 —41.9 Po 
Company-managed : 

A.B 64 30 47 3.2 1.5 47 
B.N 2,68 1,31 49 3.8 1.7 45 , 
B.B.&0.I. 4,51 3,98 88 6.5 5.1 78 
M.&S.M. 3,80 2,61 69 7.1 4.9 69 
S.I 2,46 1,85 75 7.5 4.1 55 


Average net receipts of each railway a the percentages 
they represented of the capital at charge compared 
during the two periods were as indicated in Table 30. 
During 1924-30, the Burma, B.B.&C.I., M.&S.M. and 
S.I. showed average percentages varying from 6 to 8 per cent. 
The E.I. and N.W.(Com.) had an average exceeding 5 per cent. 
Net receipts on the other railways varied from 3'2 per cent 
to 45 per cent. Thus, only five systems came up to the 
* Inchcape level of return, namely, 5°5 per cent. ` During the 
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depression period there was a steep decline in the rates -of 
_ return. The highest average for the psriod was 5°1 per cent 
"on the B.B.&C.1., which was closely followed by the M.&S.M. 
with an average return of 49 per cent. Among state- 
managed railways, only the E.I. had as high a percentage 
as 4-4, The N.W.(Com.) had 3'3 per cent and the others 
less than 3 per cent. On the Burma, E.B., A.B. and B.N. 
the percentage of net receipts to their respective capital at 
charge was more than halved. id 

The principal deduction from net receipts before arriving 
at the profit or loss in working is the interest charges. The 
effect of the large scale program of capital expenditure during 
the pre-depression years was, as we have seen, to increase 
the interest charges. The increase under this head on 
different railways was the result of additions made to their 
capital during the pre-depression period, and therefore naturally 
varied. Thus, interest charges during 1930-6, as compared 
with the average for 1924-30, were as shown in Table 31, 
42 per cent higher on the S.I., and 34 and 30 per cent higher 
on the Burma and N.W.(€om.). On the others the increase 
varied from 15 to 24 per cent. 

TABLE 31. INTEREST CHARGES 
(Rupees in lakhs) 


Average Average Per cent of 1924-30 
1924.30 1930-6 : 
State-managed : Rs. Rs, 
Burma 1,15 1,54 134 
E.B. 1,69 201 . 119 
E.I. 5,29 6,10 115 
G.LPa 3,81 4,50 11S 
N.W.(Com.) 3,63 4,73 130 
N.W.(Str.) 1,34 144 LO7 
Company-managed : 
A.B 76 94 124 
B.N 3,00 3,45 L15 
BBÆGCA 2,48 2,84 115 
M.&5.M 2,05 2,36 115 
* 1,27 1,80 142 


“After meeting the interest charges, the profit or loss in 
— the State-owned — averaged for the two periods 
17—1514B 
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= as stated in Table 32. Of the ten systems, two which had 
— during the first six years, namely the A.B. and | 
BN, produced during the depression larger losses. An average 
annual loss of Rs. 14 lakhs on the former increased to Rs. 64 
— ; and on the latter a loss of Rs. 42 lakhs per annum — 
rose to one of Rs. 2,13 lakhs. The B.B.&C.I. and E.I. alone 
a continued to show some profits, namely Rs. 86 lakhs on the 
x former and Rs. 33 lakhs on the latter. The remaining 
. railways had to face considerable losses. The average losses per 
annum worked out on the G.I.P. to over Rs. 1°36 crores; and 
-~ over Rs. 1 crore on.the N.W.(Com.) and E.B. The M.&S.M. 
_ which had a high level of profits in the earlier period now 
“~ - operated at a loss averaging Rs. 12 lakhs a year. The S.I. 
which yielded a gain of a crore per year, now showed a loss 
of Rs. 4 lakhs. ` The largest losses since 1930 were on the 
B.N. and N.W.(Str.). 


TABLE 32. GAIN OR LOSS IN WORKING * 
(In lakhs of rupees) 









‘ E = 
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Average Average 
1924-30 1930-6 
State-managed : 
Burma 36 — 65 
E.B. 4l — ii 
E.I. 2,60 33 
GLP. 1,03 —1,36 
N.W..(Com.) 1,09 1,06 
N.W.(Str.) — 67 —2,07 
Company-managed : 
A.B. —l4 — 64 
B.N. —42 —2,13 
B.B.&C.1. 1,81 86 
M.&S.M, 9R — 12 
S.I. : 1,08 — 4 


* Including miscellansous receipts and charges, 


These observations relate, to average results, during 
1930-6. A detailed examination of the annual figures shows 
that only two railways, the B.B.&C.I. and Tirhodt worked 
at a profit throughout the depression years. Even the E.I. 
was faced with losses during the first three years of the de- 
pression. On most railways the situation improved slightly 
after 1933-4 and the losses pagan: to decrease, 
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It is interesting to examine how far these results assisted 


in meeting the obligation under the railway convention to’ 


pay a contribution to the State. According to the terms of 
the convention, the contribution was calculated on the total 
capital at charge, and the total surplus obtained from all 
State-owned railways. If a _ contribution of 1 per cent 
on the State’s share of capital is charged to the accounts of 
the individual lines, the surplus or deficit on each system, 
averaged over the six-year periods will be as shown in Table 33: 
TABLE 33. SURPLUS OR DEFICIT TO MEET CONTRIBUTION TO 


GENERAL REVENUES 
(In lakhs of rupees) 


1924-30 1930-6 
State-managed 

Burma 10 — 1,00 
.E.B. — —1,62 
E.I. 1,24 —l,12 
GLP.: : —h —2,55 
N.W.(Com.) 12 —2,21 

Company -managed 
F - —2 —85 
B.N. —1,00 —2,79 
B.B.&C.I. 1,15 16 
M. S. M. — 56 
S.I. - 80 — 43 


It will be seen that only six railways during 1924-30, 
could have shown a surplus after meeting the minimum rate 
of contribution. The E.I. and B.B.&C.I. would have shown 
balances of Rs. 124 and Rs. 115 lakhs respectively and these 
two railways present the best results. The average surplus 
on the S.I. amounts to Rs. 80 lakhs and that on the M.&S.M. 
to Rs. 55- lakhs. But four railways, the E.B., G.I.P., A.B. 
and B.N. show losses during the pre-depression period. 

If the contribution of 1 per cent is taken into account 
during the depression period, nine out of the ten State-owned 
railways show considerable losses. The B.B.&C.1. alone has 
a surplus to show, namely, Rs. 16 lakhs a year. The E.L., 
which had the largest average surplus in the pre-depression 
period, now has a deficiency almost as large as the previous 
surplus. The largest deficit is that shown by the B.N., to 

a 





3 “the extent of Rs. 2°79 crores. Next in — order, 
| x we have the G.I.P. with a deficit of Rs. 255 crores; the 
_ -N.W.(Com.) of Rs. 221 crores: E.B. of Rs: -F 62 crores - 
and Burma of a crore. The average deficits on the A.B., 
at -M.&S.M. and S.I. were less than a crore. 
ai Bie We may conclude the present study of the financial status 
= of the State-owned railways with a comparison of the general 
position of the state-managed and the company-managed 
railways during the pre-depression and the depression periods. 
Of the ten principal commercial lines (that is, excluding N.W. 
Strategic) five railways were under direct State management 
and five under company management. The average results 
for the two groups for the six pre-depression and depression 
years are given in Table 34 : 


TABLE 34. AVERAGE RESULTS ON STATE-MANAGED AND 
COMPANY-MANAGED RAILWAYS COMPARED 


State-rmansged Company-managed 
railways railways 
1924-30 1930-6 1024-30 1930- 
(1) Gross trafic receipts 100 87 100 RO 
(2) Ordinary working expenses 100 3 100 ob 
(3) ‘Total working expenses 100 98 100 100 
(4) Operating ratio (exc. dep.) 54 59 50 56 
(5) Operating ratio (inc. dep.) H5 — 91 71 
(6) Not receipts 100 68 100 71 
(7) Average per cent of net return on D2 2°? 56 a5 
capital at charge 
(8) Interest charges 100 121 100 119 
(9) Gaimorloss (Rs. in lakhs) 5,49 — 3,85 3,31 —2,07 


Even a ‘cursory examination of these figures suffices to 
indicate that the company-managed railways fared better 
during the depression, than the state-managed railways. 
Gross traffic receipts declined on both groups, but while 
there was a decrease of 13 per cent in receipts on state- 
managed lines, as compared with the average for 1924-30, 
the company-managed. lines had a reduction of only 
Il per cent. In point of control of operating expendi- 
ture, the State lines were more successful as they effected 
a decrease of 7 per cent. The company lines had on an average 
‘96 per cent of the expenditure during the pre-depression period. 
Taking depreciation charges into account, the total working 
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expenditure showed, during 1930-6, a decrease of 2 per 
cent on state-managed railways and no decrease at all 
on company-managed railways. Despite these features, 
the operating ratios on the latter were lower. The ratio, 
excluding depreciation, rose from 54 to 59 on State lines 
and from 50 to 56 on company lines. Although the increase 
during 1930-6 was greater on the latter, the ratio was still 
3 below that on State lines. Including depreciation, the 
operating ratio increased by 10 on both groups, from 65 
to 75 on the state-managed systems and from 61 to 71 on 
the company-managed systems. Here the ratios on the com- 
pany lines indicate an even better position, namely 4 per cent 
below the level of the State railways. 


The average net receipts also disclose approximately the 
same position in the two groups. There was a considerable 
decrease in both, but that on company-managed lines was 
29 per cent as compared with their average for 1924-30. 
This is 3 per cent higher than the average for the State systems. 
Expressing the net receipts as a percentage of the capital at 
charge of the two groups, the rate was 2°9 per cent for 
state-managed railways as compared with 3°5 per cent for 
company-managed railways. There was almost the same 
difference in the rates during 1924-30 which were 5'2 per cent 
for State, and 5°6 per cent for company, lines. This 
implies that the former on the whole never reached the Inchcape 
rate of 54 per cent return on capital whereas the latter did. 

The increase in interest charges was approximately the 
same and amounted, as compared with 1924-30, to 21 per cent 
for the state-managed group and 19 per cent for the company- 
.managed group. Deducting interest, there was a deficit of 
Rs. 3°85 crores in 1930-6 against a surplus of Rs. 5°49 crores 
in 1924-30 on state-managed lines. On company-managed 
lines a total surplus of Rs. 3°31 crores was transformed 
‘into a loss of Rs. 2°07 crores. 

The trends, generally speaking, were similar on both the. 
state-managed -and company-managed railways. The differ- 












7 






n «a 
a te” b r 


* . as s. 4 . 
ee =. ‘ ⸗ 
a : ; . r l - l í S — s 


_ company-managed railways. 


While the comparison points to the superiority of company- 
management, even with all the limitations under which private 
enterprise operates on our railways, the financial results do 
not afford the only criteria. With the tendencf to emphasise 
and serve the interests of the public in a fuller sense, such 
as through attempts to improve the amenities of the users and 
of the employees—which must be more dominant in State 
railway undertakings, particularly with a legislature constantly 
exerting pressure to that end—it may well be that the sacrifice 
of revenue to the administration may be more than offset by 
public satisfaction and the goodwill thus engendered. Final | 
conclusions on the merits of the respective systems must, 
therefore, be reserved until all these facts are weighed and 
discussed. 

The general conclusions emerging from the survey of the 
nancial results of working may be summed up as follows : 

(1) The financial record of the Indian railways taken as a whole during 
1900-30, has been quite satisfactory, as the traffic receipts have increased 
and yielded a substantial surplus to the State after payment of the interest 


charges. 


(2) Only two railways, the E.I. and B.B.&C.I., have throughout 
yielded substantial profits to the State. Among the others only the A.B. 
and the N.W. have during 1900-30, produced on an average a loss to the 
State. ‘The remaining lines have on the whole produced a gain to the State. 

(3) The trend of working expenses has been steadily upward, parti- 
cularly during the second decade of the present century ; but during 1920-30, 
there has been a tendency to stabilisation of working expenditure at higher 
levels. 

(4) During the post-separation period, the operating ratio, therefore, 
tended to remain on higher levels, (principally in consequence of the in- 
creased working expenditure). But earnings were generally sufficient 
to meet all the charges and leave a surplus adequate to pay the contri- 
bution and accumulate a reserve fund. o 
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(5) The depression period exposed two defects which were observed 
during the previous years, namely, the higher standards of expenditure 
and the effects of the enormous capital expenditure. These two factors 
operated to reduce net receipts and to increase interest charges to such 
an extent that only the E.I. and B.B.&C.L. were during 1930-6 able to 
meet their interest charges out of their net receipts. 


(6) The status of certain railways is shown to have become worse 
during the post-separation years. Thus the B.N. and E.B., which on 
the whole, produced a surplus on their working, appear to have deteriorated 
financially during 1925-35. 

(7) A remarkable feature brought out by the analyses in this chapter 
is the comparatively better picture presented by the company-managed 
railways. Thus, as regards the operating ratios and the percentage of 
net receipts to capital, these lines show that the growth of expenditure 
has been comparatively lower and the decline in the percentage of net 
receipts to capital has been less than on the state-managed railways during 
the depression period. - 

(8) The Separation Convention prescribed that the State-owned rail- 
ways should be so operated that they should pay in addition to the interest 
on capital, a contribution of one per cent to the State on its outlay. If 
the ability to pay this contribution is taken as the test of successful opera- 
tion, nine out of the-ten main systems must be deemed as having utterly 
failed to produce a satisfactory result during 1930-6. Even the E.I. is 
found to have been short of Rs. 1,45 lakhs on an average to pay the con- 
tribution during 1930-6. Only the B.B.&C.I. comes out of this test with 
a _surplus balance in excess of one per cent of the capital outlay, Thus 
tho eight of the ten have found it impossible to cover even the interest 
on the capital at charge, out of their net receipts. That part of the con- 
vention which relates to the contribution, was nullified by the financial 
results during the depression. 


_The financial position of Indian railways since the separa- 
tion discussed in this chapter deals only with the final results. 
The significance of the results of working can be properly 
understood only in the light of the factors which have in- 
fluenced them. These factors are, br oadly speaking, to be 
found in the volume of traffic and expenditure incurred by 
railways. in handling it. We shall now proceed to a detailed ` 
study of these topics, À 
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The nature of a railway’s income, 136. Progress of earnings on Indian rail- 
ways, 137. Principal sources: passenger and goods traffic, 138; Im- 
provement in traffic and earnings since 1900, 140. 2 

Four classes of passenger traffic: their characteristics, 141. Changes in 

statistics, and the-new classification of railways, 142. 


- First class : uninterrupted decline in traffic, 145. Passenger miles and average 


leads, 147. Earnings, progressive deterioration since 1923-4, 149. Average 
rate per passenger mile, 150. Structure of first class fares, 151. 


Second class: steady d in traffic, 155. Passenger miles and average 
leads, 158. Earnings, decrease similar to first class, 159., Average receipts, 
161. Second class fares, 161. f 


Inter class: trend of traffic since 1924, 164. Passenger miles and average 
leads, 166. Earnings better than the upper classes, 167. Average 
rates and passenger fares, 168. s 

Third class: unquestionably the most-important of all the classes, 171. 
Number of passengers, 173. The trend of passenger miles and average 
leads different from that of the other classes, 173. Earnings, average 
rates and passenger fares, 175. 

Upper class passenger service : railways seriously affected, 179. Train load, 
earnings per seat. Effect of increased accommodation, 180. Upper 
OR passenger service, a losing proposition; economies from abolition, 
182. . 

The problem of the inter class: the case for its retention, 185. State 
management and passenger fares, 187. Cost of rail travel compared with 
that in other countries, The need for a dynamic policy, 188. 


RAILWAYS obtain their income by carrying traffic and charging 
a certain price for the service they render. Their earnings 
are, therefore, dependent on both the volume of traffic and 
the price charged for transportation. Railways are parti- 
cularly susceptible to the law of increasing returns. Conse- 
quently, it costs them proportionately less per unit of additional 
transportation, a fact attributable to the high proportion of 
fixed costs on account of the elaborate machinery, plant and 
equipment, which have to be maintained irrespective of the 
quantity of traffic moved. This characteristic explains why 
a slight increase in traffic may often be accompanied by a 
more than proportionate increase in the net income. A second 
feature is that transportation is a perishable commodity : 
it cannot be stored or conserved, but must be used while it 
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is being produced. It, therefore, pays a railway to sell all 
the transportation which it can produce. This has led to a 
S system, the objective of which is to increase traffic 

the maximum capacity of a railway. A study of railway 
traffic and the rating system is vital to the proper understanding 
of the financial condition of railways. 


PROGRESS OF TRAFFIC EARNINGS 


=- The progressive character of the gross traffic receipts of 
Indian railways since 1900 was indicated generally in our 
_diseussion of the operating ratio. We may now proceed to 
examine their trends in greater detail. A striking increase 
is described by the gross earnings of all railways during the 
present century. It is necessary to remember that the period 


TABLE 35. PROGRESS OF GROSS EARNINGS AS COMPARED 


WITH ROUTE MILAGE AND CAPITAL* 
(ALL RAILWAYS) 


Year Gross earnings Route milage Capital 
Rs. in crores % of 1900 Per mean % of 19007 % of 1900T 
mile worked 
1900 31-54 100 13,025 100 100 
1905 41-70 132 14,744 114 109 
1909 47°06 149 14,948 127 130 
1914-5 60°43 192 17,123 143 158 
1919-20 89°15 283 24,269 148 172 . 
1920-1 91-99 292 24 842 150 190 
1921-2 92:89 295 24,809 15] 197 
1922-3 105-65. 335 27,986 152 212 
1923.4 107-80 342 28,350 154 218 
1924-5 11475 364 20,785 155 229 
1925-6 113-39 360 29,335 156 229 
1926-7 112-36 356 28,540 158 230 
1927-8 11826 375 28 486 160 250 
1928-9 11887 377 28,029 165 252 
1929-30 11608 368 26.670 169 260) 
1930-1 10658 338 25,084 171 IBA 
1931-2 97-21 308 22 655 173 266 
1932-3 9621 305 22 202 174 269 
1933-4 99°58 316 22.927 174 268 
1934-5 102-81 326 23,535 174 269 
1935-6 103-84 330 23,714 174 267 
1936-7 108-07 342 24,668 174 267 
1905, 1909, 1916-7, 1921.2 


* Indian Railways Administration Report, Vol. IT,. 
and Railway Board's Reporta, Vol. TI, for the succeeding years, 
l The total route milage in 1900 was 24,752. 
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The total capital at charge in 1900 was Ra. 339-53 crores, 
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er a was one of railway development and expansion. In 


= 1900, for example, we had an aggregate route milage of 24,752, 
and on 31 March 1935 the railway network represented ‘a 
= route milage of 43,021. The capital at charge also advanced 
= during the same period from Rs. 330 crores to Rs. 885 crores. 


Every inerease in the railway network brings additional traffic 
from the new regions exploited, and consequently some increase 
in earnings. The traffic receipts have therefore to be considered 
in relation to this factor. To facilitate a clearer perspective 
of the earning capacity of Indian railways during the deve- 
lopmental period, the position may be briefly surveyed from 
1900. 


At the.beginning of the century traffic receipts of Indian 
railways amounted to Rs. 31-54 crores. By 1909 the total 
milage had risen by 27 per cent, capital outlay by 30 per cent, 
and gross earnings by 49 per cent. The next decade witnessed 
an even more remarkable improvement. In 1920-1 the increase 
in the route milage, the capital outlay and the gross earnings 
amounted to 50 per cent, 90 per cent, and 192 per cent res- 
pectively. Towards the end of the next ten years, which 
will be examined in greater detail, the route milage stood, as 
compared with 1900, 69 per cent higher, while capital outlay 
and- gross earnings were 160 per cent and 268 per cent higher 
respectively. The figures indicate that the gross traffic receipts 
during the present century have improved much more in pro- 
portion to the increase either in the route milage or the capital 
at charge. The same conclusion is reached by examining 
the trend of gross earnings per mean mile worked. From 
Rs. 13,000 the receipts per mean mile steadily rose to 
Rs. 29,785 in 1924-5, representing an increase of 130 per. cent. 

Traffic receipts are derived from two principal sources ; 
coaching and goods traffic. Coaching traffic consists mostly 
of passenger traffic and includes in addition parcels and certain 
miscellaneous services. The relative importance of the earnings 
from these two sources will be clear from Table 36, which 
presents the earnings from goods and coaching traffic for 
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J TABLE 36. GOODS AND COACHING REVENUES* 

(ALL RAILWAYS) 

(Rs. in crores) a 
~ _Goods revenue ' Coaching revenue 
Year Rs. % of gross earnings Rs. % of gross earnings 
1900 20:37 65 10:26 33 
1905 26°21 63 14°39 34 
1909 28:12 60 17:52 37 
1914-5 35:09 58 23°44 39 
1919-20 47:12 53 39:07 44 
1920-1 47:97 52 40°85 44 * 
1921-2 49°52 53 40°34 43 
1922-3 58-30 55 43°83 41 
1923-4 60-64 56 45°05 42 
1924-5 66°83 58 44°90) 39 
1925-6 GALERI 57 45°82 40 
1926-7 65-36 58 44°48 40 
1927-8 69:58 59 45°67 30 
1928-9 71-44 60 44°50 3T 
1929-30 69:09 60 44-67 38 
1930-1 64°56 6l 3997 38 
1931-2 5888 61 36°89 38 
1932-3 56:99 59 36°64 38 
1933-4 61:73 62 35°30 35 
1934-5 (64-57 63 35°52 35 
1935-6 GARS 62 35°85 35 
1936-7 70-03 65 i ; 3977 33 


* Source same as for the previous table. 


selected years before 1920 and the subsequent years, and their 
percentage proportion. Generally speaking, Indian railways 
obtain about 60 per cent of their total income from goods 
traffic and about 36 per cent from coaching traffic. In 1929-30, 
for example, goods earnings accounted for 60 per cent and 
coaching earnings 38 per cent of the total receipts. The 
difference which has usually amounted to less than 5 per cent, 
represents certain miscellaneous receipts.’ . 

The principal features of the passenger and goods services 
during the period 1924-37 are examined in this and the next 
two chapters. Of the two classes of traffic, passenger traffic 
presents problems comparatively simpler in character and 
may, for convenience in treatment, be examined first. 


* These consist of itoms such as telegraph carnings, income from other railways, such 
as hire and penalties on interchanged stock, rent of stations jointly occupied, rents, tolls, 
advertisement receipts, ete, 
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p of the ‘present century is reflected in coaching earnings. 
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— in railway revenues from the beginning 
The 


of passenger earnings, representing more than 80 


+. per cent of the coaching earnings may be seen from Table 37. 






— TABLE 37. PASSENGER RECEIPTS. AND TRAFFIC* 
(ALL RAILWAYS) 
(Rs. in crores) 
Passenger Number of Passenger Number of 
coaching passengers coaching passengers 
Year een (in millions) - Year receipts (in millions) 
s. Rs. 
1900 8:95 176-31 1923-4 38:09 56T32 
1905 1274 24816 1924-5 38:76 576-35 
1910 17:12 3171:58 1925-6 39-49 59915 
1911 18:49 38986 1926-7 38:12 60437 
1912 19:56 417-23 1927-8 3918 623:12 
1913-4 21°18 45772 1928-9 38-24 62011 
1914-5 20:35 451-09 1929-30 OW OS 634-30 
1915-6 20:99 46438 1930-1 34:30 57583 
1916-7 23°08 486-03 1931-2 31-35 505-84 
1917-8 25°23 430° 27 1932-3 31°32 501-90 
1918-9 28°98 459°73 1933-4 30:09 48961 
1919-20 33°16 520-03 1934-5 30°35 496°59 — 
1920-1 SETT 55925 1935-6 30:56 503-69 
1921-2 34:29 561-33 1936-7 3033 509-88 
1922-3 37:59 572-62 i 


* Source: Railways in India Administration Report, Vol. U, and Railway Board's 
Reports, Vol. II. 

In 1900 total coaching earnings from all railways amounted 
to Rs. 10°26 crores, of which passenger receipts accounted 
for Rs. 8°95. crores. By 1911 the earnings under both had 
doubled, and by 1918-9 more than trebled. From then until 
1925-6, barring 1921-2, each year set up a new record for both 
coaching and passenger traffic receipts. In 1922-3, earnings 
had more than quadrupled, and in 1924-5 the percentages 
as compared with 1900, rose to 438 for coaching earnings and 
433 for passenger receipts. Till 1929-30 the percentages of 
earnings fluctuated above 400 but with the beginning of the 
depression in the following year there was a large decrease. 
The percentages dropped to 344 for coaching earnings and 336 
for’ passenger earnings in 1933-4. During the succeeding 
thrée years the position remained about the same. 
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The improvement in passenger traffic is even more. clearly 
indicated by the number of passengers. In 1900 they totalled 
176 millions. In ten years, this figure was more than doubled, 
being 372 millions. In the next-ten years, this rate of increase 
persisted and in 1919-20 the number had risen to 520 millions, 
representing an increase of 195 per cent. Over the next two 
years, there was a further increase to 561 millions. At the 
_ end of the decade, in 1929-30, the traffic rose to still higher 
levels and recorded the highest figure so far attained, namely, 
634 millions or an increase of 260 per cent over 1900. The 
number of passengers rapidly declined in succeeding years 
and in 1933-4 came down to 490 millions, the lowest figure 
touched since 1918-9. There was only a slight improvement 
thereafter. 

That much of the increase during the first twenty years 
of this century represented a real and permanent extension 
of the travel market is shown by the fact that despite the 
severity of the depression, in the worst year for passenger 
traffic, namely, 1933-4, the number of passengers was 178 
per cent higher and earnings 236 per cent higher than in 1900. 

Passenger transportation on Indian railways is provided 
under four classes, first, second, inter and third. With the 
exception of one or two railways, all the -systems maintain 
these classes of services. The four classes are divided on the 
basis of the individual’s ability to pay for additional comfort 
in travel and express a broad social stratification. The upper 
classes, first and second, are generally patronised by those 
who can afford the higher charges and constitute the wealthier 
section of the travelling public. Inter class finds favour with 
the upper middle class and third with the lower middle class 
and the rest of the population. The relative importance of 
each class from the point of view of traffic and earnings has 
remained generally the same. In point of volume of traffic 
and revenue, the third class is the most important. In I911, 
for instance, the number of third class passengers was 348 
millions or 89 per cent, and the amount of earnings Rs. 15:73 
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res or 85 per cent. ‘The first, second and inter classes, 

wether wi ith season ticket and vendor traffic accounted 

r the — The proportion of the number of passengers 

Æ } by first, second and inter classes to the total was 0'2 per cent, 

"ey oO ‘8 per cent,” and 3 per cent, respectively and the proportion 

5 of earnings from these classes to the total 3°6 per cent, 4°5 
per cent, and 59 per cent. 

The number of passengers in each class disclosed large „ 

increases during 1900-20 ; first class by 113 per cent ; second by 
182 per cent ; inter by 79 per cent ; and third by 199 per cent. 
Except in the case of inter, even higher figures were reached 
during the succeeding three years. 

The earnings from the four classes reflected the upward 
trend in traffic. First class passenger revenues as compared — 
with 1900 doubled by 1911, trebled by 1917-8, and quadrupled 
by 1919-20. Second class income was trebled by 1917-8 and 
almost quintupled by 1921-2. Inter class was less rapid in 
its increase of receipts, the revenue being doubled by 1915-6, 

. and more than trebled by 1920-1. Third class passenger 
receipts, the most important of all, were better than inter, 
being more than doubled by 1911 and trebled by 1918-9, 
and more than quadrupled by 1924-5. Thus the expansion 
in income exceeded that in traffic.” 

This brief summary of the trends of passenger traffic and 
earnings since 1900 helps one to view the situation during 
the succeeding years from the point of view of long-range 
trends. Before proceeding to the developments since 1924-5, 
the character of the statistical data may be briefly examined, 
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CHANGES IN STATISTICS AND NEW CLASSIFICATION 


There is a break in the continuity of statistics with effect 
from 1922-3. In that year was undertaken the reorganization 
in the compilation and presentation of railway statistics, 
The traffic and earnings of the season ticket and vendor group 

" were merged in the four classes and separate figures are not 


i Beo Statistical Staterment IT in the Appendix, 
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available from 1922-3 onwards. The grouping of the railways 
into three classes according to their earning capacity was 
also introduced from that year onwards. While these changes 
vitiate the comparability of the earlier and later statistics the 
fuller data available after the revision facilitate a more detailed 
examination. 3 - 

As our survey deals principally with the Class I railways 
it should be remembered that the earnings 
of these systems represent about 95 per cent of the earnings 
of all railways. 

For statistical purposes, the Class I railways are divided 
according to their gauges, namely broad, metre and narrow. 
The railways in each group and their route milages as on 31 
March 1935, stood as follows : 

CLASS I RAILWAYS GROUPED ACCORDING TO THEIR GAUGES 





Railways Route milage on 
31 March 1935 
Broad Gauge 
(1) Bengal Nagpur aba 2,522 
(2) Bombay, Baroda and — India .. 1,260 
(3) Eastern Bengal * 896 
(4) East Indian .. E 4,449 
(5) Great Indian Peninsula .. 3,553 
(6) Madras and Southern Mahratta 1,157 
(7) Nizam’s State 688 
(8) North-Western 6,264 
(9) South Indian 761 
- 21,550 
Metre Gauge $ 
(1) Assam Bengal, 1,319 
(2) Bengal and Sokih-Weatern La 2,191 
(3) Bombay, Baroda and Central India .. 2,208 
(4) Burma rie 2,060 
(5) Eastern Bengal 1,070 
(6) East Indian .. 6 
(7) Jodhpur ka 975 
(8) Madras and Southern Mahratta 2,079 
(9) Nizam’s State * 660 
(10) Rohilkund and Kumaon .. 562 
South Indian 1,802 





14,992 


Class I railways 
Rs. : 


32°08 
36-17 
36:35 
36-97 
37-68 


TOTAL 


°%, of 1924-5 


89 
98 


in crores) 


225858583 





2,216 
38,758 


The length of line for the broad, metre and narrow gauge 
railways were respectively 55°6 per cent, 38°7 per cent, and 
5°7 per cent of the total, but these percentages are no indication 
of their relative importance from the point of view of traffic. 
The passenger revenues earned from broad gauge are approxi- 
mately two-thirds of the total or slightly more than twice 
the earnings of the metre gauge, with narrow gauge actounting 
for only a small fraction. 

The fluctuations in income of Class I railways were almost 
identical with those of all railways. 
the statistics given in Table 38 that passenger traffic receipts 


TABLE 38. 


It will be noticed from 


PASSENGER TRAFFIC EARNINGS* 
(Crass I RAILWAYS) 
(Rs. 


% of 1924-5 


Railways Administration Reporte, Vol. IT, 1921-3; and Railway Board's 
Reporte, Vo), IL, for oe the following years. 
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were fairly stable from 1922-3. During the eight years 1922-30 


earnings oscillated between Rs. 36 crores and Rs. 38 crores. 


Only in 1925-6 did they rise to Rs. 37°68 crores, the highest — 
point reached during the pre-depression period. The figures 
for the depression period provide an eloquent commentary 
on the effects of the crisis in contractihg the travel market 
for railways. In 1930-1 passenger receipts dropped to 88 
per cent; and over the next two years to 81 per cent. The 
lowest point was touched in 1933-4, when the —— 
deterioration amounted to 23 per cent. 

We may now proceed to consider the trends of traffic and 
earnings during the period 1924-37 in the four classes of passenger 
transportation. q 

FIRST CLASS PASSENGER TRAFFIC 
Number of passengers : 
The Class I railways carried 1,195 thousand first class 
passengers in 1924-5, or about 10 per cent less than in the 
previous year. There was, as may be seen from the figures 
and percentages given in Table 39, a steady decrease there- 


after, dropping, as indicated by the percentages*, to 90 in 


1927-8, 74 in 1929-30 and 48 in 1931-2. This deterioration 
continued uninterrupted and over the period 1933-7, the number 
of first class passengers had declined to between 38 and 40 
per cent of the basic level. 

The traffic on the individual lines reflected these trends, 
but broad gauge lines fared comparatively worse than metre 
gauge. The former carried 923,000, or 77 per cent of the 
total first class passengers during 1924-5, representing a reduc- 
tion of 10 per cent on the figures of the previous year. Till 
1929-30, there was a gradual decrease averaging about 4 per 
cent a year. With the commencement of the depression, 
however, there was a landslide and from a percentage of 74 
in 1929-30, the number of passengers carried dropped to 46 
in 1931-2 and 36 in 1935-6. 

* The —— — here and in the following pages are worked out taking 1924-5 as 
tho base period, as may be seon from tho Tables 39-43. 
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Metre gauge railways carried in 1924-5 only 260,000 
passengers or 22 per cent of the total. The figure declined 
steadily to 196,000, or to a percentage of 77 in 1929-30, a 
level higher than that on the broad gauge. During the depres- 
sion period, however, the percentage stood at half the basic 
figure and even in 1935-6, when the lowest level was touched, 
Tt was only 46 against 36 on the broad gauge, while in 1936-7, 
there was an improvement to 50. This group of lines thus 
exhibited a better record than the broad gauge. P 
_ All these features are disclosed in a more or less accentuated 
form in the traffic of the different railways.* The losses 
on some lines even in`the pre-depression year were serious 
enough : the B.B.&C.I. (B.G.) lost 53 per cent and the Burma 
36 per cent of their respective traffic in 1924-5. The effect 
of the depression proved almost catastrophic to certain lines. 
The B.B.&O.1. which had carried 30 per cent of the entire 
first class traffic in 1924-5 had only 13 per cent of the number 
in 1933-4. The Burma carried only 30 per cent of the passengers 
transported in 1924-5. The decreases on the others, though 
smaller, were still considerable. During the next three years 
traffic remained stagnant on most railways. 


_ First class passenger traffic thus presented a serious situation, 
Passenger miles and average leads 


The volume of traffic measured solely by the number of 
passengers does not allow for the effect of distances travelled. 
These may be combined into a single factor, namely, passenger 
miles, which present a more accurate picture of the volume 
of transportation. 


The passenger milage of first class passengers in 1923-4 — 


approximated 106 millions. The slight decline in 1924-5 was 
followed by a rise to 127 millions during 1927-8, and the per- 
centage amounted to 120. Despite the decrease which started 
in the succeeding year the percentage for the passenger milage 


i For the statistics of the different railways for seloct yoars, soe Statistical Statome min 
III in the Appendix. 
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are the pre-depression year stood at 116 against 74 for the 
_ number of passengers. From the next year onwards passenger 
R journeys decreased rapidly and the percentage dropped to 
76 in 1933-4. The heavy decrease in the number of passengers, 
i however, was partly counterbalanced by the increase in. the 
A length of journeys. Even. during the depression the decline 
in passenger milage was not so steep as in the number of pas- 
sengers. In 1933-4 the number of passengers was only 40 
per cent of 1924-5 whereas passenger milage -stood as high 
as 76 per cent. : - 

Broad gauge lines carried more than 80 per cent of the 
total. Passenger milage in both groups reached the highest 
levels in 1927-8, the percentages being 123 for the broad gauge 
and 111 for the metre gauge. The comparison of the per- 
centages indicates that both in regard to the pre-depression 
increase and the decline during the depression the metre gauge 
as a group was on a lower level of about 10. 


The larger passenger milage as compared with the number 
of passengers was undoubtedly an important factor which 
prevented the financial results of first class from becoming 
worse than they were. Thus with but 13 per cent of the 
passengers carried in 1924-5, the B.B.&C.1.(B.G.) had, in 1933-4, 
77 per cent of the paSsenger milage. By 1936-7 a turn for the 
better is to be seen on most lines. With two:fifths of the 
first class passengers carried in the basic year, the Class I rail- 
ways in this year did four-fifths of the passenger milage. 

These higher levels of passenger milage are to be explained 
by the longer average journeys done by the public. The effect 
of the distance factor is brought out clearly by the statistics 
of average leads. The average distance travelled by the first 
class passenger showed an uninterrupted increase throughout 
the period. From 88 miles per passenger in 1924-5, the lead 
advanced to 138 miles in 1929-30 and to 181 miles in 1936-7; 
increases respectively of 56 per cent and 105 per cent. 

The average leads on broad and metre gauge railways 
showed different rates of increase. During 1924-30 the average 
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lead on the former rose from 92 miles to 149 miles and to 211 
miles by 1936-7. The leads on the metre gauge increased 
from 75 miles to 103 miles and to 109 miles over the same 
periods.® 

The fluctuations and trends referred to in connexion with 


the number of passengers, passenger miles and leads must 


have operated on the earnings from the first class. Let us, 
therefore, examine the character of earnings from this class 
during the period 1924-37. 


Earnings 


The total receipts from first class passengers in . 1924-5 
amounted to Rs. 120 lakhs, a decrease as compared with the 
previous year of Rs. 8 lakhs. The figures for succeeding years 
disclose a progressive deterioration. In fact, there is not a 
single year during 1923-34 in which the decline was arrested. 
Till 1926-7, there was a gradual decrease, but from 1928-9 
onwards the fall in receipts accelerated. The percentage 
dropped to 86 in 1929-30. With the impact of the depression 
in the succeeding year it receded to 77 and by 1933-4 the 
bottom was touched, the earnings amounting to only Rs. 75 
lakhs or 62 percent of those of 1924-5. The downward course 
appears to have been arrested in 1934-5 and at the end of 
1936-7, carnings amounted to Rs. 80 lakhs and the percentage 
rose to 67. 

These trends were faithfully reflected in the revenues of 
broad and metre~gauge railways. As in the case of traffic, 
the former accounted for more than three quarters of the 
total receipts from the first class, which amounted to Rs. 
93 lakhs in 1924-5. The decrease from this level is shown 
by the percentage which declined to 87 in 1929-30 and to 66 
in 1933-4. Only a slight improvement to 70 occurred by 1936-7. 

The metre gauge railways had larger losses during the 
pre-depression period, but by 1929-30, the deterioration was 

E Ta PRC Thad the highest racord of increnes’ hen nee, in 


1924- 5 to as R Rn in 1036-7, an increase of 500 per cont. For the figures of tho other 
railways soo Appendix. 





4 — — * income dave the — and 
* in 1933-4, the percentage of receipts stood at 54. Thus of 


the two groups, broad gauge railways showed 7 over the whole 
_ period a lower rate of decline. The earhings of the metre 
auge railways, already susceptible to greater decrease prior 


mi hick 1930, proved to be particularly so during succeeding years. 


First class passenger receipts on the Class I railways thus 
disclose a steady decline throughout the post-separation period. 
This, it may be recalled, runs counter to the trends of passenger 
receipts considered earlier, which showed the beginning of a 
decrease only after 1930-1. But the decrease in first class 
passenger revenues had started in 1923-4 itself, and has per- 


sisted throughout the era of higher levels of passenger earnings 


after 1924. The tendency appears to be abnormal and in- 
consistent with the general trends since 1900. The first class 
has not only been excluded from participating in the pros- 
perity of the post-war decade: it has failed even to maintain 
its own earlier levels. In fact, the mumber carried during 
1936-7 was less than that of 1900 itself. 

Undoubtedly more than one factor has been at work to 
bring about this decrease in earnings, but from the point of 
view of railways changes in passenger fares, other things re- 
maining unchanged, would be most likely to exert a direct 
influenceson total earnings. Generally speaking, enhancement 
would have the effect of depressing demand and a decrease 
that of stimulating it. An examination of the average fares 
for the first class will, even if it proves nothing else, serve at 
least to eliminate one factor which, from the side of the rail- 
ways, operates directly on earnings. 


Average rate charged per mile per passenger 


The average receipts per first class passenger per mile on 


_ Class I railways amounted to 23°2 pies in 1923-4 and 21°8 pies 


in 1924-5.° There was a gradual reduction during the succeed- 
* See Tablo 40 which presents the average rates per mile for all the classes. 





RAILWAY TRAFFIC : PASSENGER TRANSPORTATION 151 


ing years, and in 1929-30, the average rate was 16-1 pies per 
mile, a decrease of 26 per cent as compared with 1924-5. From 
the following year onwards there was a rise to 18 pies in 1932-3. 
The average rate stood at this level till 1934-5 after which 
there was a slight decrease. 

Average rates on the broad gauge railways were lower 
and amounted to 20°8 pies in 1924-5, as compared with 24-4 
pies on the metre gauge. There was a gradual decrease to 
15°3 pies or of 26 per cent on broad gauge in 1929-30 and to 
19:1 pies or of 22 per cent on metre gauge in 1931-2, after 
which there was a slight increase of more than one pie on the 
former and less than a pie on the latter. 


The trend has thus been of a substantial decrease during 
the first six years and a slight increase over the succeeding 
period. On certain lines there was a material increase during 
_the depression as compared with 1929-30, as on the E.I., 

G.I.P. and N.W. 


As the statistics of average rates per passenger per mile 
are obtained by dividing the earnings by the total passenger 
miles of the class concerned, they reflect the effects of both 
the changes in fares and concessions, as well as the distance- 
preferences of passengers. The second factor becomes specially 
important where a telescopic fare system is in use. That- 
an increase has occurred in the average length of journeys 
has already been stated. We may now consider the changes 
which have taken place in the structure of first class passenger 
fares. 


First class passenger fares 


Although passenger transportation does not present such 
complex problems of reasonableness, preference and discrimi- 
nation as are frequently met in the carriage of goods, passenger 
fares may be discriminatory, or too high, or too low. The same 
reasons which impelled Government to prescribe maxima . 
and minima rates for the transportation of goods also dictated 
the adoption of a similar practice for passenger fares. Prior 
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to April 1917, the maximum fare of each class was 50 per cent 
higher than the minimum. The minimum for first class was 
12 pies and the maximum was 18 pies per passenger per mile. 
The difficulties during the period of the war and the urgency 
of conservation of locomotive power to meet military and 
other essential traffic rendered it imperative to restrict passenger 
traffic. As enhancements. prescribed within the maxima proved 
inadequate, the Government of India issued orders in April 
1917 raising the maxima fares. Compared with the minima, 
the enhancements, resulted in raising the maxima to twice 
the minima for the first three classes. Thus the maximum 
for the first class became 24 pies per passenger per mile: By 
1922-3, as a result of the increase in the cost of working ex- 
penses, the maximum was raised still further> The com- 
parative increase in the fares was as follows : 

Percentage of 


Minimum Maximum max. to min. 
Prior to 1917 12 pies 18 pies 150 
April 1917 12 ,, 24 p 200 
1922-3 ET hess 32 2664 


While, therefore, the minimum was left untouched, the 
maximum was raised from 150 per cent to 2662 per cent of 
the former, thus widening the margin considerably. Despite 
the increase of the maximum to 32 pies, certain railways 
retained the maximum of 1917, as the effective rate, while 
others such as the B.B.&C.I., A.B., G.I.P., M.&S.M. and 
S.I. took advantage of the higher maximum to raise the fares 
to 30 pies. There were with a few exceptions, two scales in 
the rates, namely one for the first 300 miles and the other, 
which was lower, for the remaining distance travelled. Al- 
though some reductions were made by 1924-5 the position 
was generally as stated above. The fare for the first 300 
miles was 24 pies and for the remainder 18 pies. On the E.B. 
and S.I. the rate was 30 pies, but on the former the distance 
was reducéd to 180 miles for the first scale after which a fare 
of 20 pies was applied. On the latter the fare for the excess” 
over 300 miles was 22} pies, which was also the general rate 
on the traing other than mails, without limit of distance, 
20—1514B 





‘By 1929, — reduotions were effected on most of tho 


* railways. 7 The lowering of fares took different forms. In 
some cases the fares themselves were lowered, and in certain 


others additional steps were introduced in the scales as on 


o the” E.I. In a few cases as on the GIP. and S.I., the 


-differentiation of distance was abolished and the principle 
of a uniform fare per mile regardless of distance was adopted. 
While in 1925 the steps in the scales of distance were generally 
two—1-300 miles, and 301 miles and over—in 1929 the first 
step was reduced to 1 to 100 or 150 miles. This gave rise on 
the E.I. to an intermediate scale of 101-300 miles. Where 
the 150 mile-seale became the limit of the first step, the second 
was reduced to 150 miles and over. 

During the depression attempts were made to prevent 
deterioration in passenger receipts by modifications in fares. 
If we take the position in 1935, changes have been few in the 
basic fares. Only certain railways sought improvement by 
a reversion from uniform milage to distance scales, a change 
from the latter to the former, or a slight enhancement of the 
fares for the longer distances. Thus, there was by 1935-6 
but a slight rise in the fares on the E.I., but the manipulation 
in the scales and enhancements produced in other cases an 
inerease of even 334 per cent. 

The effective rate is that for the first distance. As the 
average leads on most of the railways for the first class passenger 
are less than 300 miles, and on many even less than 150 miles, 
the milage for the first step in the distance scales, it may well 
be that the benefit of reduced fares for longer distances is not 
secured by the majority of first class passengers. 

While the basic fares remained generally as described in 
the foregoing paragraphs, there were a number of reductions - 
below the basic fares offered in connexion with week-end travel, 
return fares, holiday concessions, etc., which represented a 
large volume of first class travel. It is not possible to estimate 

* the effect of these concessions on total earnings. Further, 


7 Namely, the B.B&c.1,, E.B., Eln G.1.P., M&S.M., N.W. anc 8.1. Railways. 
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not all the railways were equally generous in the reductions 
offered. There was also no uniformity in practice. The level 
of the average receipts per passenger per mile is depressed 
as compared with the fares as much by those concessions as 
by the operation of the fares for longer distances on telescopic 
scales. | l 

The conclusions which emerge from the survey of first class 

passenger traffic on Class I railways are : 

(1) Earnings from first class passengers have suffered so serious A 

-deterioration as to render the prospect of a return to the older levels under 
normal conditions very remote. 

(2) The phenomenal decline in the number of passengers provides 
important evidence that the first class passenger service is no longer as 
attractive as it used to be to the travelling public. That the reductions 
in fares and concessions during the prosperous years before the depression 
have had little effect in stimulating travel in that class and have alšo failed 
to arrest the deterioration, indubitably proves that the first class has 
definitely lost its hold on its former patrons, 

' (3) The higher passenger milage against the decreasing number of 
passengers and the advancing average leads show that the first class is 
patronised only by long distance passengers and that short distance passen- 
gers have preferred to go either by a lower class or alternative modes of 
transport. 


(4) Average receipts per first class passenger have, after the earlier | 


decreases, risen to relatively higher levels, but the structure of fares has 
remained almost the same. 


SECOND CLASS PASSENGER TRAFFIC 
Number of passengers 


The second class passenger service comes next to the first 
in order of cost, comfort and attractiveness. The statistics 
of second class passenger traffic and earnings are given in 
Table 41. 

The number of passengers travelling by second class was 
10°36 millions in 1923-4 and decreased to just under LO millions 
in 1924-5. The traffic recovered to 10°39 millions by 1926-7, 
but gradually declined to 9°35 millions in 1929-30 and 5°25 
millions in 1933-4. The bottom was touched at 4°76 millions 
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in 1936-7. In considering these figures, it should be remem- 
bered that second class passenger traffic witnessed an abrupt 
rise during 1923-4. This is borne out by the total figures for — 
all railways since 1911.8 Taking the figures of all railways 
commencing from 1911, we find that the number of passengers 
almost doubled within the space of one year, 1923-4, and this 
high level as compared with 1922-3 was maintained almost — 
till the close of the prosperous phase of the separation period.’ 
Comparing the performance of second class with first, passenger 
traffic seems to have been better sustained in the former. The 
number of second class passengers has exceeded, even during 
= the depression, the average of the decade 1911-20. The first 
class on the contrary has suffered so serious a deterioration 
that the numerical proportion of the traffic since 1930 has 
shrunk to smaller dimensions than in 1900; in 1934-5, it was 
only one-half of the number of passengers in 1911. 

Broad gauge railways accounted, as with first class, for 
the major portion of the second class traffic. They carried 
8:27 million passengers in 1924-5, the proportion to the total 
on Class I railways being 83 per cent. This is about 10 per 
cent higher than the proportion they had in respect of earnings. 
During the next three years there was a slight increase. But 
from 1928-9 onwards the number declined, the losses during 
the depression being particularly heavy. The percentage 
decreased to 82 in 1930-1, 50 in 1933-4, and 44 in 1936-7. 

Metre gauge railways fared better. Starting with 1°66 
million passengers in 1924-5, they enjoyed higher levels 
of traffic, the peak of 1°87 millions, an increase to 113 in the 
percentage, being reached” in 1927-8. The decrease during 
the sueceeding years brought the percentage dewn to LOL in 
1929-30, after which there was a rapid decline to 63 by 1936-7, 
a level substantially higher than that on the broad gauge in 
the same year, 


" Appendix, Statistical Statement, : 

- part of this increase should bo ascribed to the inclusion of the sessa 
ticket ho under the different classes with offect from 1023-4. There is unfortunately 
no indication of the extent of the traffic by classes to attempt an estimate of the increase 
due to this change in statistics, 
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TI | the number of second class passengers 
s thus been’ similar to that referred to in connexion with 
the first class, but the extent of decrease was less. 


Passenger miles and average leads ` 


| The passenger miles for second class described an upward 
f —— from 360 millions in 1924-5 to 469 millions in 1927-8. 
i After that year they took a downward course and touched 
302 millions in 1934-5. The position with regard to passenger 
- milage is about the same as we found in the case of first class. 
— Until 1931-2 the milage travelled was well above the base, 
and even in 1934-5 the decrease amounted to only 16 per cent 
as compared with 49 per cent in the number of passengers. 
There has, therefore, been much less deterioration as regards 
second class passenger milage. 

Broad gauge railways, 4s in the other cases, did by far the 
largest proportion of the total. In 1924-5 they accounted 
for 281 million passenger miles, or 78 per cent of the total, 
as compared with only 76 millions or 21 per cent by metre 
gauge. The percentage variations during succeeding years | 
were almost similar except for the fact that the broad gauge 
tended to be 3-8 per cent higher prior to 1931, and 1-3 per 
cent lower thereafter. But in the last two years, 1935-7, 
there was an improvement on metre gauge railways to just 
under the basic level. 

The character of the recession in the second class passenger 
milage was the same as that in the first class, but the deteriora- 
tion in the performance of the former was not so great. In 
fact, the metre gauge group was only 2 per cent short of its 
basic el in 1936-7, as regards passenger milage, although 
it had 37 per cent less passengers. But the broad gauge had 
89 per cent of the passenger miles with only 44 per cent of 
the passengers. 

The distances travelled by second class passengers have 
imdoubtedly become longer as may be seen from the statistics 
of average leads. The average lead per second class passenger 
showed a uniform and steady increase from 36°1 miles in 1924-5 
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to 68°7 miles in 1936-7, an increase of 90 per cent. The lead 
on the broad gauge was lower and stood at 34 miles in 1924-5 
and doubled by 1936-7. On the metre gauge the average lead 
was longer, namely 46 miles in the basic year from which it 
increased to 72 miles or by 56 per cent in 1936-7. It may 
be seen from the figures given. in Table 41, that the rate of 
increase in the first six years was approximately doubled 
during the depression period. 

The longer average leads on second class are not altogether 
a new development for our railways. Examining the average 
leads during the last quarter century, it is found that the leads — 
started increasing from 1911. From 73 miles in 1911, the 
lead per second class passenger increased gradually to 107 
miles in 1916-7. Then followed a period of decrease to 67 
miles in 1922-3. As much longer leads were reached then, 
the long period movement may be stated to have been more 
towards a decrease than an increase. But during the thirteen 
years covered in the present survey, the leads have approxi- 
mately doubled ; but even this is less than the average length 
of journey during 1916-7. 


= Karnings 


The earnings from second class amounted to Rs. 1°95 crores 
in 1923-4, and Rs. 1°85 crores in 1924-5. The trend of earnings 
during succeeding years was not one of such unrelieved deterio- 
ration as from first class. Although the pre-separation year 
did 5 per cent better and the curve of earnings was downward 
till 1926-7, there was an increase of 2 per cent in the following 
year. Since then the percentage declined to 96 in 1929-30, 
and to 74 in 1933-4. At the end of 1936-7, second class 
passenger revenues accounted for 77 per cent of the basic 
figure. 

The worsening in receipts, it may be observed, was not 
of such severity from year to year as that of the first class, 
and compared with 1924-5 the recession does not, taking the 
depression into account, appear to be so great. It is only 
when we focus our attention over a longer range that we discern 
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that the process of ——— had in fact started much 
g earlier, As the corresponding figures for Class I railways 
are not available, the statistics of the performance of all rail- 
ways may be quoted. There was a gradual increase from 
1900 to 1920-1 in earnings from second class. The revenue 
obtained in 1911 amounted to Rs. 83:83' lakhs, and increased 


to Rs. 226°49 lakhs in 1920-1. It is not -possible from the 
statistical. data available to isolate the increase attributable 
to the movement of troops and other factors during the war. 


But since the tendency towards an increase had prevailed 


throughout, it is safe to presume that a considerable portion 


_ of the increase was brought about by normal expansion. The 


figure touched in 1921-2 was the highest reached. But for 
the interruption of a slight improvement during 1927-9, the 
period which followed was one of continued decline for second 
class earnings. 


Broad gauge railways accounted for Rs. 137 lakhs or 74 
per cent of the total in 1924-5. The receipts of the netre 
gauge in that year amounted to Rs. 44 lakhs or 24 per cent 
of the total. After a short-lived increase there ensued a steady 
and unvaried decrease in earnings from both groups till 1933-4. 
There was a tendency to improve during the next three years, 
but even this was limited to the broad gauge lines. By 1936-7 
only certain railways were able to recapture part of the lost 
revenues, but this was counterbalanced by a further deterio- 
ration on others. The percentages given in Table 41 indicate 
some uniformity as regards the movement of earnings on the 


two groups, though after 1929-30 the loss on the metre gauge 
proved larger. 


Three facts emerge from the examination of the second 
class passenger receipts. Firstly, second class betrayed the 
same tendency towards a decrease as was noticed in first 
class. Secondly, the rate of decrease is nothing like so steep 
.or rapid as in the receipts from first class, and this is borne 
out by the fact that even during the worst year of the depression, 
earnings decreased to only two-thirds of the peak figures of 
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1921-2, whereas on the first class revenues were almost half 
the peak figures of 1922-3. Thirdly, the deterioration — in 
earnings, on the whole, was much less than that in the number 
of passengers, but more than that in the passenger miles. 


Average receipts 


The average rate per second class passenger per mile was 
about half that of first class during 1924-37. It was 9-93 pies 
in 1924-5 as compared with 10°5 pies in 1923-4. There was 
a gradual decrease to 7°53 pies per mile in 1930-1. It was 
only during the depression that the rate increased to beyond 
the level of 8 pies. Between 1931 and 1937, second class 
fares averaged between 8'22 pies and 8°77 pies per mile. 

Second class fares on the broad gauge averaged 10:1 pies 
per mile in 1923-4, and decreased to 7°16 pies in 1930-1. During 
the succeeding years there was a rise to 8°55 pies in 1932-3 
and then a drop to 8°41 pies over the next four years. 

On metre gauge railways the.average fare stood at 11°5 
pies per mile in 1923-4. As with the broad gauge there was 
a gradual reduction to 9°24 pies in 1931-2. Despite an increase 
to 9°46 pies in 1933-4, there was a further decrease to 7:96 
pies in 1936-7, the lowest average rate during the entire period. 

The average fares on individual railways showed considerable 
variations. Average receipts per second class passenger per 
mile in 1924-5 varied from 7°06 pies on the B.B.&O.1. to 12°9 
pies on the S.I. on the broad gauge and from 8°18 pies on the 
N.S. to 13-7 pies on the Jodhpur on the metre gauge. The 
receipts per passenger in 1929-30 showed a substantial decrease 
in both groups. After an increase during the first four years 
of the depression, there were considerable reductions om the 
metre gauge lines over the next three years. Let us now 
examine the changes in the basic second class fares. 


Second class passenger fares 


The structure of second class fares before the last war was ` 
similar to that of first class. The maximum and the minimum 
were laid down by the Government of India within which 

-21—16514B . 
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ye railway administrations were ; free to fix fares between 
— limits. The position prior to 1917 and thereafter was 
| as follows : : 





Percentage of 
Minimum Maximum max. to min. 
Prior to 1917 G pies 9 pies 150 
April 1917 RRITEN Ie 200 
1922-3 So 3 16 5; 2668 


The increases in the maximum introduced in 1917 and 
1922-3 had the same effects as on first class. Thus the maximum 
which was originally 50 per cent higher than the minimum 
was raised by 100 per cent in 1917 and 1663 per cent in 1922-3. 
The increase extended the limits within which railways could 
fix fares to more than three times the range allowed under 
the original system. ! 

Prior to 1917, the fares applied to second class on most 
railways were simple. Some of them had a uniform rate per 
mile regardless of distance and charged either the minimum 
of 6 pies as on the S.I. or the maximum of 9 pies, as on the 
A.B., Burma and E.B. But most others had two scales, 
namely, 1—300 miles, and 301 miles and over. The fare 
for the first distance was usually the maximum or near 
it; the fare for the second scale was pitched lower, usually 
the minimum, 

When the maximum was raised in 1917 and 1922-3, there 
were increases in fares. Some railways took full advantage 
of this to increase their fares to the full extent of the new 
maximum in 1922, such as the B.B.&C.I., M.&S.M., E.I. 
and G.I.P. The others kept their fares, or the fares for the 
first scale, slightly lower. 

From 1924 onwards the improvement in the general 
financial position encouraged railways to consider reductions 
in fares as already referred to, and by 1929 second class fares 
and scales reflected a substantial decrease as compared with 
1922-3. The reductions took the shape of either a a lowering 
of the fares themselves or in the reduction of the distance 
for the first scale, or both. In the latter case, thé lower fare 
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started earlier. Thus on the B.B.&C.I. in 1922-3 the fares 
were 15 pies per mile for 1—300 miles and 9 pies per mile 
for additional distances. In 1929, the fares became 12’ pies 
for 1—150 miles and 9 pies for additional distances. Con- 
cessions on holiday travel were offered on certain railways. 
Further facilities were given by a revised scale of charges for 
parcels and baggage, representing a reduction of 15 per cent. 


‘Thus during the period 1924-30, there was a tendency towards 


lower fares on most of the railways. It was also realized that 
the decrease of income in spite of the increase in the number 
of passengers was to be attributed mainly to the lowering of 
fares, ; ; 


With the commencement of the depression and the con- ` 


sequent decline in earnings, certain adjustments in rates and 
fares were introduced. A slight enhancement was made and 
the concessions previously given were partly withdrawn. A 


general idea of the charges for second class travel during the - 


depression may be formed by comparing the fares in 1935 
with those in 1929. On half the Class I railways there were 
no alterations at all. On the remaining lines an attempt was 
made to retrieve the losses or arrest further deterioration by 
manipulation of scales, distances and rates. The scales were 
abolished in favour of an equal milage rate or vice versa. In 
some cases the distances were reduced for the first scale. All 
these adjustments were carried out to check the decline in 
earnings. | 

As the average leads have varied over the period within 
only 70 miles, the effective rate must have been the basic rate 
applied or the fare for the first distance of the scale where 
more than one step was introduced. The fact that the average 
fares have been lower than the basic fares may be explained 
by the effects of the concessions and reductions allowed on 
return tickets, etc., and the effects of the telescopic scales on 
receipts. E 

Tt will be seen that second class fares also have been roughly 
the same from 1924 onwards. The slight adjustments here 
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- and A there helped to prevent: undue decrease ing trafic and 
ew rr ings from this class. But viewing the situation since 
Is 24; changes in fares can hardly account for the general 
decline in traffic and earnings. We shall have to seek for 
tho causes of this in factors other than changes in fares or 
~ the price of transport. 

‘a The conclusions indicated by the examination of second 
class passenger traffic may be summarized as follows: 

3 (1) Analysis of earnings and average rates and fares suggests that 
s there has been during the period a certain amount of sustained demand for 
X second class passenger services. The deterioration in receipts has been 
* much less than was noticed in first class. 

(2) The second class betrays the same tendency as was seen in ‘the 
first in regard to the number of passengers, which has decreased by more 
than one-half. But as in the first class again, passenger milage has been 
much higher as compared with the number of passengers. Thus in regard 
to traffic, the second class shows a much stronger position than the first, 
the losses in the number of passengers being almost offset by the increase 
in passenger miles. | 

(3) As regards the distance preferences of second class passengers, 
the increase has been similar to that of the first. The second class also 
has ceased to hold the same attractions to the short-distance passengers 
as before. 


(4) The prospect of improving second class traffic and earnings appears 
to be more hopeful than dn the case of the first class. 


INTER CLASS PASSENGER SERVICE 
Number of passengers 


The inter class passenger service stands midway between 
second and third. The volume of inter class traffic during 
recent years has been about twice that of first and second 
combined. The number of passengers in 1924-5 was 12°26 
millions. There was a rapid increase during the succeeding 
years which brought the total number to 17°96 millions, raising 
the percentage to 146 in 1929-30. With the beginning of 
the depression, there was ‘a sharp decline. By 1931-2 traffic . 
* dropped almost to the basi¢ level; in the following year, the 
percentage declined to 89. As a result of still further decreases 
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=~ it came down in 1934-5 to 85. Only in 1936-7 was there a 

a * perceptible sign of improvement, as a result of which the 
- percentage rose to 92. 





+ 


=- | As may be seen from the figures given in Table 42, the bulk 
— the inter class traffic was handled by broad gauge railways, 
= which had in 1924-5 11-24 million passengers or 92 per cent 
of the total number for Class I railways. ‘The curves of increase 
and decrease during the pre-depression and depression periods 
were similar to those recorded by the total figures. Thus 
the percentage increased to 139 in 1929-30, after which it 
dropped to 81 in 1934-6. . 
Inter class traffic on metre gauge lines was remarkable 
for the substantial increase recorded during the post-separation 
period. From less than a million in 1924-5, the number of 
passengers increased rapidly to 2°10 millions or, to 231 per cent 
by 1929-30. This phenomenal expansion affected the relative 
importance of the traffic on this gauge which increased from 
7 per cent to 12 per cent of the total for Class I railways. 
During the depression, the number of passengers was reduced, 
but even the decrease during 1932-3, the largest.during the 
period on these railways, left the volume of traffic 35 per cent 
higher than in 1924-5. The next four years witnessed a 
recovery which raised the percentage to 171. Thus the metre 
gauge railways disclosed a substantially better record than the 
broad gauge. | 


l 


Passenger miles and average leads 


The passenger miles done in connexion with inter class 
passengers rose from 566 millions in 1924-5 to 756 millions in 
1928-9, the percentage increasing to 134. In the next year 
there was a small drop of 6 millions. At the end of the first 
three years of the depression the decrease amounted to 250 
millions and the percentage receded to 89. During 1933-6 
there was a slight improvement and the percentage stood at 93 

- in 1936-7. : 

The inter class passenger milage done by broad gauge railways 

amounted to 90 per cent of the total in 1924-5. The increase 


pie” 
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during the next four years and the decline during the depression 
were similar to the movements in the total figures referred to 
above. The passenger miles on the metre gauge indicated a 
remarkable increase of 74 per cent during 1928-30. In this 
respect the transportation done was almost on the same lines 
as those denoted by the number of passengers in this group. 
There is to be seen also the same feature of relatively higher 
levels during the depression, as compared with 1924-5, in 
spite, however, of a large decrease. 

In one respect inter class traffic has differed from first and 
second classes. Whereas on the latter a higher passenger milage 
was shown as compared with the total number of passengers, 
on inter class the tendency has been towards a lower rate of 
increase. Thus the additional passenger milage amounted 
in 1929-30 to 33 per cent only as against 46 per cent in the 
number of passengers. The average leads are accordingly 
seen to decrease till 1930-1 and to increase only slightly, by 
2 to 3 per cent thereafter, a feature.that is in marked contrast 
to the trends in first and second classes. As with the other 
classes, the increase in the average leads must have occurred 
through the loss of short distance passengers. The com- 
petition of road motor transport is particularly keen in the 
case of inter and third class passenger traffic; part of the loss 
therefore may be held to have been caused through diversion 
of the traffic. It should be observed that this holds true only 
with respect to broad gauge railways, as the statistics of metre 
- gauge record a comparative decrease in the average leads as 
compared with 1924-5 Generally speaking, however, there 
has been, taking into ROESER the decrease from 1925-6 on- 
wards, a certain amount of steadiness in the leads of the metre 
gauge traffic in inter class. 


i) ae he ia Earnings 


The trend of earnings from inter class indicates that the 
general position of -the traffic’ receipts from this source was - 
better than. second class. Starting from 1924-5, earnings 
increased - from: Rs. 145 lakhs to Rs. 167 lakhs in 1927-8, 
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. expressed as a percentage, to 115 which was the highest 
figure touched during the entire period under review. From 
the next year onwards there was a decrease, the pace of 
which was accelerated during the depression. The per- 
centage of receipts declined to 108 in 1929-30 and to 76 in 
1933-4. There was no improvement till 1936-7, when it 
moved to 78. 

The comparative levels of earnings on the broad and metre 
gauges reflected the features referred to already in connexion 
with the volume of traffic and leads. The receipts on broad 
gauge were in conformity with the trends of the total figures, 
but metre gauge lines showed, as might be expected from 
the additional traffic, substantially better results. Inter class 
earnings on the metre gauge stood 46 per cent higher 
during 1928-30. During the depression there. was a decrease 
to the basic figure only. The earnings on metre gauge remained 
at this level during 1932-5, after which the percentage increased 
to 108 in 1935-6 and to 115 in 1936-7. Thus while inter class 
earnings in 1936-7 as compared with 1924-5 were 25 per cent. 
lower on broad gauge, they stood 15 per cent higher on metre 
gauge railways. 

The movement of earnings from inter class appears on 
the whole to be in accord with prevailing economic trends 
and this is confirmed by the nature of the recession during 
the depression period. One may, therefore, take it that the 
improvement of earnings from this class is only a question 
of general economic recovery. If we examine inter class 
earnings over a longer period, we observe a double cycle. From 
Rs. 95 lakhs in 1910, receipts increased to Rs. 191 lakhs in 
1920-1. There was a great decrease during the next two 
years, when they dropped to Rs. 138 lakhs, but earnings 
recovered again and increased till 1927-8, followed by the 
contraction as stated above. 





_ Average rates and passenger fares 


The average rate per passenger per mile on inter class was 
5'09 pies in 1923-4, the highest during the whole period. The 
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rate came down during succeeding years until it touched the 
level of 4 pies in 1929-30. After a slight increase to 4°24 pies 
in 1932-3, the average rate remained near about that level 
till 1935-6. In the following year, there was a further decrease 
to 4°11 pies. ; 

On the broad and metre gauges the average rate per passenger 
showed much less difference than was noticed in first and 
second classes. They tended to approach the same- level, 
though the metre gauge stood slightly higher during 1925-36. 
In 1936-7 the rate was almost the same, namely 4°10 pies on 
broad gauge as against 4°11 pies on metre gauge. 

The structure of inter class fares before and after the last 
war may be seen from the following figures : 


Percentage of 
Minimum Maximum max. to min. 
Prior to 1917 3 pies 4} pies i 150 
A 1917 $è i 22 200 
l 22-3 3 $è 74/6 LE 250/20) 


© Higher rate for fast train sorvices. ~ 


Although the enhancements of the maximum in 1917 and 
1922-3 were similar to those in the upper classes, the difference 
between the maximum and minimum after 1922-3 was slightly 
less for inter class. Another feature was the differentiation 
introduced as regards fares by fast and ordinary trains. While 
the minimum was left as it was, the maximum of 6 pies per 
mile—the fare as increased in 1917—was retained for the 
ordinary train service, and a higher maximum fare of 7} pies 
per mile was adopted for the fast train services. The differ- 
ence between the maximum and the minimum was thus in- 
creased from 150 to 200/250 per cent. . The comparative sim- 
plicity of the pre-war basis gave place to a somewhat elaborate 
scale. ~ In 1913-4, for instance, some railways charged irres- 
pective of distance the maximum fare per mile, or a slightly 
lower fare. Some railways had two steps in the scale, 1-300 
and 301 and over, the fare for the latter being fixed lower, 
than that for the former. The railways took full advantage 
of the raising of the permissive maximum both in 1917 and 


22— 151415 





| gp 3, and the result was a Se fare structure with a 
5, : di ] ifferentiation carried out with regard to the mail (fast) and 
ordinary (slow) train services and distances. The twofold 
S scales of the first 300 miles and the excess distance app 
4 to have been adopted by more railways. The E.B. had a 
shorter distance, namely, 150 miles. Some systems in fixing 
i $: fares disregarded both the distance and the distinction between 
mail and ordinary trains, such as the M.&S.M. and N.W. 
The reductions in fares after 1924 took the shape either of a 
lowering of the basic fare itself for the first distance, or of leav- 
ing the fare for the first” distance undisturbed and lowering 
that for the second distance. With these reductions during the 
post-separation years came a further amplification of the 
scales. While two steps had become more widely used, some 
_ systems introduced a third step by reducing the first or the 
second distance or both. Thus the N.W. in November 1931 
had three steps, 1-50 miles at 5 pies per mile; 51 to 300 miles 
at 4} pies per mile ; and'additional distances at 3} pies per mile. 





Concessions such as reduced return fares, week-end travel 
etc., referred to in connexion with the upper classes, the luggage - 
allowances, etc., were also introduced for inter class. With 
the beginning of the depression, there were minor enhance- 
ments followed by a slight manipulation of the scales and 
distances, sometimes to arrest the decline in receipts or to 


meet road motor competition. But the structure of basic fares 
remained essentially unaltered. 


The average fares must necessarily reflect the effects of 
these changes in the scales. In view of the differences from 
railway to railway, concessions and other factors, it is difficult 
to estimate them from the average figures for Class I railways 
As the average lead has been about 47 miles, it may well be 
taken that here also the fare for the first step has been the 
effective rate. The fact that there has not been any pronounced 

. tendency during the entire period towards an increase or a 
decrease such as that observed in first and second classes 
proves that inter class traffic has, from the point of view of 
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_ traffic, been well sustained in spite of the depression and road 
competition. ) | 3 
The present survey of inter class passenger traffic indicates that: 


(1) The number of passengers in inter class showed a remarkable 
increase till 1929-30. During the depression there was, of course, a decrease, 
but compared with the traffic of first and second classes, this was far less 
serious. That decline was only to be expected as a result of lower eco- 
nomic activity and road competition which had developed in the mean- . 
time. The fact that the reductions, as compared with 1924-5, amounted 
to only 15 per cent in the worst year suggests that further increase may 
be naturally expected with the return of normal conditions. 

(2) The trend of passenger milage on inter class shows that while it 
has not increased to the same extent as the number of passengers during 
the pre-depression years, it tended to remain slightly higher after 1932-3. 
The percentage difference is so small that the railways have not, as on the 
first and second classes, lost heavily in short distance traffic. 

(3) This is confirmed by the fact that the average lead per passenger 
has remained generally stable, thus implying that despite road competition 
there has been no fundamental change in the character of inter class passenger 
traffic. ° 

(4) The metre gauge railways have disclosed a striking increase in 
both the number of passengers and the distance travelled by them, and 
the levels during the depression period were substantially higher as regards 
the number of passengers. Even in regard to passenger miles, the im- 
provement has been well maintained, 

(5) Making allowance for the decrease in rates, these features were 
shown in the trend of earnings which was upward till 1929-30. The 
decrease since then was greater than that indicated by the traffic factors. 

(6) The average rate level for inter class was also relatively stable 
from 1927-8. 

The future of inter class in the light of these facts appears 
to be definitely better than that of first and second class. 


THIRD CLASS PASSENGER SERVICE 


From the point of view of traffic and revenues, third class, 
as stated earlier, provides by far the most important class 
of passenger service. It accounts for about 95 per cent of 
passenger traffic and 90 per cent of passenger earnings. From - 
the traffic and financial points of view, therefore, third class 
is virtually synonymous with passenger transportation by 
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rail itself. Let us now turn to the character of the traffic 
and “earnings from third class during the post-separation period. 


Number of passengers 

Class I railways carried, in 1924-5, 546 million third class 
passengers out of a total of 569 millions or 96 per cent. The 
number showed a steady increase during the next five years 
and, in 1929-30, was 595 millions, the percentage being 109.. 
This was, in fact, the highest level touched. The decrease 
with the beginning of the depression is shown by the percentage 
declining to 99 in 1930-1 and.84 in 1933-4. A slight increase 
to 87 was recorded in the two years 1935-7. 

Broad gauge lines carried 340 million passengers in 1924-5, 

a the proportion to the total on Class I railways being 62 per 
cent. There was a gradual increase to 366 millions in 1929-30, 
the percentage as compared with 1924-5 being ł08. The 
decrease during the next four years brought the percentage down 
to 85. There was only a slight improvement to 89 in 1936-7. 

Metre gauge railways in 1924-5 carried 195 million 
passengers, or 36 per cent of the total number. They had 
a larger percentage of increase during the pre-depression years. 
In 1929-30, they carried 218 million passengers, and the per- 
centage was 112. During the depression the decreases on the 
metre gauge lines appear to have been slightly larger and in 
1936-7 they had only 85 per cent of the traffic handled in the 
basic year. 

The relative importance of the traffic handled by broad ` 
and metre gauge railways remained generally undisturbed, 
though a slight increase in the former is to be noticed during 
the depression. Although the percentage decreases in third 
class traffic have been substantially less as compared with 
other classes, in view of the magnitude of the traffic, the 
actual loss was considerable. 


Passenger miles and average leads 


The passenger miles of third class travel amounted to 
18,071 millions in 1924-5, or 95 per cent of the total 
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for Os a railways. Expressing the traffic of succeeding 
= years in percentages, there was an increase to 102 by 1925-7, 
+ — 0. in "1928-9, and 116 per cent in 1929-30. From 1930-1 
-M wards there was a decline similar to that noticed in the . 
= * “number of passengers to 90 in 1931-2 and 86 in 1933-4. The 
poy at improvement in the next three years raised the percentage ~ 
to 91 in 1935-6, which was maintained in the following year. 


- The passenger milage on broad and metre gauges had 
approximately the same proportions as were seen in regard 
to the number of passengers. In 1924-5, the broad gauge 
accounted for 65 per cent and the metre gauge for 33 per cent 
of the total for Class I railways. The increase during the 
first six years and the subsequent decrease during the de- 
pression on the broad gauge showed the same trends as the 
total figures, but the percentages were slightly higher. Thus 
the percentage of passenger miles during 1929-30 was 118 
and during 1936-7, 94. Metre gauge railways, on the other 
hand, had lower levels both in regard to the pre-depression 
increase and the recession during the depression, namely 112 
in 1929-30 and 81 in 1933-4. 


Comparison of the percentages relating to the number 
of third class passengers and passenger miles shows that the 
position with regard to the latter was somewhat better. 
Generally speaking, the total figures disclose that the increase 
was greater before 1930 and the decrease less thereafter, in 
passenger milage, a tendency which was found in an accen- 
tuated form in the first and second classes. In the third 
class, of course, the difference is indeed much less, and the 
reason is to be found in the slightly increased leads. 
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The average leads per third class passenger increased from 
33°l miles in 1924-5 to 35/1 miles in 1929-30. During the 
depression, the leads varied from 33°7 to 34°8 miles. The 
broad gauge had longer leads, which increased from 37°7 miles 
„in 1924-5 to 37:9 miles in 1929-30, In spite of a tendency to a 
decline, the average distance on the broad gauge was only 1 to 3 
per cent lower during the — 1931-7. The metre gauge 
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showed a comparatively lower level of average leads, which stood 
at 30°9 miles in 1924-5, but fluctuated between 29°8S to 313 
miles during the entire period. 

The average lead per third class passenger thus indicates 
a feature which is different from that observed in other classes. 
The leads have been more stable and have remained approxi- 
mately at 34 miles. Third class passenger traffic does not, 
therefore, appear to have fared so badly during the depression 
as other classes. Even in the worst year for this class since 
1920-1, namely, 1933-4, the record has been well above the 
highest figures touched in the previous decade 1911-20. 


Earnings 


The earnings from third class passenger traffic amounted 
to Rs. 32:47 crores in 1924-5. During the next five years, 


the percentage of revenues fluctuated between 98 and 102. 


In 1929-30, third class receipts were just below the basic level. 
In the following year there was a large decrease to 88 and by 
1933-4 to 78. There was only a. very slight improvement 
during the next two years.. 

Broad gauge lines accounted for about two-thirds of 
the third class passenger receipts and metre gauge had 
just under a third. Thus, in 1924-5 out of a total passenger 
income of Rs. 32°47 crores, the former had Rs. 21°42 crores 
and the latter Rs. 10°46 crores. The receipts on broad gauge 
railways showed a slight decrease during the pre-depression 
period, while metre gauge lines had an increase of 2 to 5 per 
cent. During the depression there was a rapid decrease some- 
what similar to that observed in the total figures. The metre 
gauge railways showed a tendency towards greater deterioration. 

As the earnings from third class passenger traffic reflect the 
effects of changes in fares, we may now turn to the average fares 
per passenger per mile and changes in the basic fares charged. 

Average rates and passenger fares 


The average rate per passenger per mile in 1924-5 was 
3°45 pies, which represents the highest level reached since 








Sy was a natin decrease to 2°99 pies in 1929-30, 
or of 1 13 per _ After remaining at this level during 1930-1, 
iere —— a rise — 3°18 pies in 1932-3, followed by a decrease 


| pot uring succeeding years. In 1936-7, the average rate came 


down to 2°95 pies. 
The average rate on broad gauge was slightly — till 


- "1927-8, but from 1928-9 onwards there was a pronounced 


decrease. As a result of this the average rate stood definitely 
lower than that on metre gauge. The average rate during 


1936-7 represented on both the gauges almost the lowest 


rate since 1923. 

The structure of third class fares has undergone important 
changes since the last war. The character of the changes 
may be seen from the following figures : 


Percentage of 


Minimum Maximum max. to min. 
Prior to 1917 1} pies 3 pies . 100 
April 1917 -~ e A 2668 
1922-3 È ee H/AT ., 3334/2664 


* Maile ond fast passenger trains only. 
+ The higher rate for mails and fst passenger trains, 

Before the war the third class fare structure was quite a 
simple scale and on many railways the fares were the same for 
all classes of trains and in some cases for all distances. - The 
maximum for third class was, as may be noticed, pitched higher 
than the percentage difference adopted for other classes, namely, 
twice the minimum. The enhancements in 1917 introduced 
a differentiation between the ‘mail and fast passenger’ trains 
and ‘ordinary’ trains, and fixed the maximum of 4 pies per 
mile for the former. Thus, while the maxima for the first 
three classes were raised to twice the minima, the increase in 
the maximum for third class amounted to 2% times the mini- 
mum. The further enhancements of 1922-3 made the differen- 
tiation between the ordinary and fast services a permanent 


, feature, and increased the difference between the minimum 


and maximum. The maximum for fast train services was 
fixed at 3} times the minimum, while that for ordinary services 
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was fixed at 22 times the minimum. Thus the percentage 
increase in the maximum fares for third class was the highest. 

The adoption of higher rates for mail and express passenger 
services was followed by the introduction of telescopic scales 
on most railways. In a few cases the telescopic basis was 
further elaborated from two or three to four steps in the scale. 
Thus on the East. Indian, the steps as revised during 1926-7, 
were as follows : . 

I— 50 miles 5 pies per mile 


51—300 ,, ae ee A 
301—600  ,, 24 n ” E 
601 and over 2 ak ae 


As third class provides over 90 per cent of the traffic and earn- 
ings the changes in basic fares may be examined more closely. 
The first step in the telescopic scale is not less than 50 miles 
and the average lead for third class passengers varies only 
from 33 to 36 miles. The telescopic scale does not, therefore, 
affect the bulk of the traffic. A comparison of the charges 
on some Class I railways for the first fifty miles since 1910 
is interesting. 
i (Pies per mile per passenger) 
J 


Percentage 
1910 1917 1922 1935 increase over 1910 

B.B.&C.I. (B.G) 2°25 3:0 3°25 4°5/3°75 200/167 

(MG) 20 ` 2-5 3-25 4°5/3°75 225/189 
B.N. 20 370 35 4°5 250 
E.B. 2°5 30 3°5 3°5 140 
E.I. 2:5 30 30 3:5 140 
G.L P. 2:5 3:0 +0 4-0 160 
M.&S.M. 20 2:5 a5 4°5/4-0 225/200 
N.W. 2-25 3°0 3-5 30 133 
S.I. 2-0 2-5 3°75 3-5 175 


The enhancements during twenty-five years in the basic 
third class fare represents an increase of 40 to 150 per cent. 
Considering the changes in the value of money, wage scales 
and standards of living during the period, the increase probably 
does not exert an unfair imposition on third class passengers. - 

It is not possible to distinguish the effects of the reductions 
and telescopic scales on third class traffic and leads. The 

23—1514B 
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a — — leads do not disclose any ‘great change in 
spite. of the telescopic scales. The increase in “the suburban 
raffic near the larger cities during recent years would in any 
case tend to obscure the effects of longer leads. An even 
| 2 more seriously disturbing factor during the last decade has 
P been road motor competition which has caused a diversion 
= of short distance traffic. The effects of these factors com- 
p bined with the influence of general economic conditions are 
= probably more important to third class traffic and receipts 
than mere changes in rates and fares. 

The foregoing study of third class passenger traffic and 
receipts indicates that : 


(1) The number of third class passengers showed a substantial increase 
during the pre-depression period, particularly on metre gauge lines. The 
increase was not so great as in inter, but in view of the magnitude of the 
traffic handled, even the moderate increase implied a large volume of traffic. 

` During the depression, except for one year, 1933-4, the number of passengers 
stood 13 per cent less than in the basic year, Taking the effects of the 
depressed economic conditions and road motor competition into consi- 
deration, it seems safe to state that the record is not on the whole dis- 
couraging : in fact it proves the stability of third class passenger traffic. 

(2) This is confifmed by passenger milage statistics, the percentages 
of which have moved with those of the passengers, thus proving that there 
has not been any fundamental change regarding the distance preferences 
of third class passengers. This is again confirmed by thé ‘average leads, 
which show an increase of only 6 per cent during the entire period, 

(3) The earnings from third class passengers indicate only a slight 
change, within a range of 2 per cent on either side of the basic figure till 
1929-30. The main reasons why the receipts from third class did not 
respond to the increase in traffic are to be found in the large reductions 
in fares introduced during the yeara immediately preceding the beginning 
of the depression. The fact that the rates were left in the main undisturbed 
in the face of declining traffic accounts for the comparatively lower levels 
of income as compared with traffic. | 

(4) The average rate level was relatively stable during the period 
1927-234, after which there has been a tendency towards a further —— 

.« due- in part to increased leads. 


-Thè survey of passenger traffic and earnings attempted 
in the preceding pages reveals certain remarkable divergences: 
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in passenger transportation on Indian railways. The ten- 
dencies disclosed by the statistics of traffic and earnings of 
the four classes during 1924-37 already foreshadow significant 
changes in the character of the transport demand. That 
they are calculated to modify profoundly the rail passenger 
service in the immediate future appears to be certain. Before 
concluding this chapter, we may refer briefly to the character 
of these developments and the probable outcome that may 
have to be faced. These are grouped under three heads: 
the future of upper class passenger service; the problem of 
inter class; and the cost of rail travel in India. 


i UPPER CLASS PASSENGER SERVICE 


The story told by the traffic and financial results on first 
and second classes in the preceding paragraphs discloses a 
rapidly contracting spiral. The decline in receipts and- traffic 
was especially severe on the first. The statistics indicated 
that short distance passengers had decreased considerably. It 
is the short distance passenger who in normal times contributes 
the largest proportion of profit from passenger transportation. 
Under the telescopic scales the short distamce passenger pays 
more in proportion to the distance he travels. In view of 
the limited length of his journeys, he does not take up as much 
accommodation as the long distance passenger, thus enabling 
the railway to earn more for the space provided. The trends 
of traffic during the last fifteen years indicate that it is precisely 
here that the railways have been seriously affected. The 
decrease in short distance passengers is brought out clearly 
in the zone statistics of the East Indian Railway, reproduced 
in Table 44. 

It may be observed that the passengers travelling up to 
50 miles accounted in 1926-7 for nearly one half the total 
number in first class, and more than two-thirds in second 
class. - Whereas the decrease for the longer distances in the 
succeeding years has been comparatively limited, that for. 
the first 50 miles has been considerable. It is for this distance 
that the competition of the private automobile and buses has 









- passes PEREIS 
domin or UPPER PASSENGERS ON THE E.l. 






ne a —— 

First class Second class 
1926-7 1929-30 1936-7 1926-7 1929-30 1936-7 
47°03 40°59 26°75 427-71 37080 234-66 
875 1151 6-06 46:25 56:17 3709 
10-23 11°30 6:22 37°34 424 2944 
675 634 5:14 21:99 23:76 22-19 
3-18 3°00 2-03 1632 16-81 12-96 
3°62 415 2:73 Ol - 1476 11-87 
a * £633 458 — 2426 1785 
4h 212 P27 3°08 - 5 19-88 6:87 
322 5'03 509 5'35 9:37 6:39 
8-96 9-71 7-79 21-18 27°83 24°61 


99°64 -10007 67°66 611-72 597-88 4103 94 


been most effective. The class of patrons who ased to travel 
formerly by the upper classes arè now largely those who can 
afford to own private cars of their own, which on short dis- 
tances have proved superior to rail travel in point of conve- 
nience, flexibility and cheapness. This fact has to be recognized. 
The railways can no longer look forward to the return of earlier 
levels of upper class traffic. 

In the light of these considerations, the future of the two 
classes appears to be uncertain. Maintenance of these two 
classes is seriously jeopardized by the attenuation of both 
traffic and revenues. It is, therefore, necessary to consider 
what prospects the operation of the upper class passenger 
services has in the near future and whether their retention 
is economically justified. 

As the unit of operation is the train, we may first of all 
examine the number of passengers in first and second classes 
per train during the period. The average number of passengers 
per train stood as shown in the following table. 


PASSENGERS PER TRAIN IN FIRST AND SECOND CLASSES 


Year First class Second class Year First class Second class 
1024-5 | 1:3 4°5 1931-2 ” 0.96 36 
1925-6 t3 44 1932-3 oo 3'3 
1926-7 1-3 46 1933-4 O's 3-2 

* 1927-8 1-4 50 1934-5 08 ol 
1928-0 13 4-6 1935-6 os 3:2 
1929-30 1'2 43 1936-7 Os 3-2 
1930.1 1-0 40 
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It may be seen from these figures that there was a 
general decrease in the average number of passengers per train 
in both classes. The decline has been greater in first, having 
dropped from 1°3 to 0°8, and from 4°5 to-3°2 in second. During 
the thirteen years, 1924-37, there has thus been a decrease 
of 38 per cent in first and 29 per cent in second. Taking the 
average figures per train, it is clear that for every four trains 
carrying one first class passenger, one travels empty. This 
has, however, to be considered in .relation to the increased 
train milage relative to the traffic, introduced in response 
to demands for additional accommodation and complaints 
of overcrowding in the lower classes. But the decrease in 
the number of passengers has been greater than that attri- 
butable to a mere increase in the number of trains run. 

The effect of the decrease in the average passenger load 
on the remunerativeness of the upper class passenger service 
is brought out clearly by the earnings per seat. The average 
receipts per seat in first and secOnd classes -were as follows : 


' EARNINGS PER SEAT 


First class Second class 
: 1924-5 1929-30 1936-7 1924-5 1929-30 1956-7 
Broad gauge Ks. 422 345 281 329 3H 255 
Metre gauge Rs. 239 200 122 340 315 222 


Compared with first, second class seems .to be a better 
revenue producer to the railway. Thus the average receipts per 
seat in second class on the metre gauge have been very much 
higher than in first. Even on broad gauge the difference has 
been reduced to a small figure. The average earnings per first 
class seat as compared with second class on the broad gauge 
were almost the same in 1929-30 and about 10 per cent 
higher in 1936-7. It may be questioned whether it is worth 
while maintaining an expensive and luxurious first class passenger 
service for so small an amount of extra revenue. 

Probably a better result might have been obtained if the 
equipment maintained had some relation to the volume of- 
traffic. The steep decline in both traffic and earnings 
has not until recently had any influence on the seating 









TABLE 45. 


Year ~ 


1925-6 


- 1926-7 


1927-5 
1928-9 


1929-30 


1930-1 
1931-2 
1932-3 
1933-4 
1934-5 
1935-6 
1936-7 


Year 


1925-6 
1926-7 
1927-8 
1928-9 


1929-30 


1930-1 
1931-2 
1932-3 
1933-4 
1934-5 
1935-6 
1936-7 


—— 


modation provided. ‘Exp first and second class 
nmo in terms of pressing fes of seats, the position 





1924-37 is shown by the (figures quoted 


- 


PROVISION OF UPPER — COMPARED 
TO TRAFFIC - 


(1924-5— 100) 


9:3 


2" 


89 
83 
73 
Gl 
46 
39 
37 
37 
36 
36 


Broad gauge 
No. of passengers 


Seats 


101 
105 
103 
LOG 
106 
112 
116 
115 
113 
111 
107 
105 


Broad gauge 


102 


No. of passengers 


Seats 


102 


FIRST CLASS 


Metre gauge 


No. of passengers Seats 

oS 101 
O83. 102 

94 100 . 
s5 1902 
a7 105 
' 68 . 107 
56 110 
hl l 10 
50 109 
50 108 
47 108 
51 115 


SECOND CLASS 


Metre gauge 


No. of passengers Seats 
104 103 
105 106 
113 103 
108 106 
101 108 

90 113 
73 115 
69 114 
66 115 
66 114 
65 Li? 
G; 3 108 


The comparison between the number of passengers in each 


class and the accommodation provided shows that there has 
been an increasing disparity between demand for, and supply 
. of, upper class accommodation. 
pre-depression year itself, 


This is to be noticed in the 


In 1929-30 as compared with 1924-5, 


for instance, as against a decrease of 27 per cent in the number 
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of first class passengers on the broad gauge, the seating capacity 
increased by 6 per cent. By 1936-7, when the passengers 
had decreased by 64 per cent the seats provided stood 5 per 
cent higher than in 1924-5. The difference between the equip- 
ment and the traffic was even greater during the period 1930-5. 
It is, of course, not possible to effect a prompt adjustment of the 
supply of accommodation to every change in the volume of 
traffic. The addition of coaching stock~or. its reduction takes 
time. While, therefore, the situation during individual years 
may disclose a lack of adjustment, there should, over a series 
of years, surely be a tendency towards an approximation. 
Thus considered, the percentages of the number of passengers 
and the seating capacity on the two upper classes indicate 
that the decline in “traffic has had little effect on the latter. 
There appears to be no justification for permitting so large a 
disparity to continue. The Wedgwood Committee in their 
report stated : 
‘We cannot help feeling that the — question of upper class accommoda- 
tion should be reviewed. The volume of first and second class traffic is 
small and has been diminishing rapidly : and this tendency, so far as we 
can learn, is likely to continue.... there is room fora reduction of 
upper class accommodation, and we recommend that this potential eco- 
-" nomy should be fully investigated. We also recommend that the possi- 
bility of combining first and second class accommodation, and of esta- 
blishing a single upper class on all trains, should receive the special attention 


of the Raliway Board," 


An attempt to reduce the number of seats provided has been 
in evidence only during recent years, but the decrease effected 
was too small to -affect the capacity left unutilized through 
the decline of passenger traffic. War-time increases in traffic 
have for the time being postponed further pursuit of the 
matter. 

- -The question as to whether the upper class passenger 
service has been remunerative or not cannot be answered with- 
out an examination of the costs of providing it. Unfortunately 
the accounts relating to carriage accommodation are not 


| to Wedgwood Committee Report, para 71, p. 41, 
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ing 


pi site construction during recent kie. makes it difficult to 
distinguish the proportionate cost of the upper classes. But 
surely such information is essential to check whether the 


A, —* aintained on the basis of classes. The adoption of_com- 


service | pays for itself? According- to a very approximate . 


estimate based on the available seats and estimated costs of 

broad gauge coaches of uniform class, the earnings per seat 
during 1936-7 were stated to be 11 per cent for first class ; 
16} per cent for second class ; and 80 per cent for third class. * 
If instead of capital outlay per seat, the estimated annual 
interest, depreciation and maintenance costs per seat are 
taken, the earnings per seat during 1936-7, expressed as a 
percentage of such costs, were 112 per cent for first, 167 per 
cent for second, and 887 per cent for | rd. These figures 
indicate that earnings have not been less than the costs thus 
computed. But the full costs of the upper class passenger 
service do not appear to have been included. -There are other 
items such as the proportionate expense of transportation, 
the cost of amenities provided throughout the line, such as 
comfortable waiting rooms, refreshment rooms, dining cars and 
other facilities. When the full financial costs attributable 
to the upper classes are taken into account, it is doubtful if 
upper class passenger traffic, especially first class, pays for 
itself. 

In the absence of adequate data it is impossible to pronounce 
judgement on the financial results to railways from the opera- 
tion of first and second class services. Even taking the esti- - 
mated figures as to the cost of interest, maintenance and 
depreciation alone for first class, there would appear to be 
a net gain to the railways if first class is abolished through 
a reduction in the fixed charges on this account. Quite apart 
from this gain there are other definite advantages to be secured 
from the reduction of classes. Thus the elimination of first 
class would lead to a decrease in the weight of trains and a 






t Answer to question No. 644 by Hon. A. G, Clow, Legislative Assembly Debates, 
Vol V. No. 4, p. 1323, 1038, 
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corresponding decrease in coal consumption, additional accom- 
modation for lower clasšes, etc. Savings are likely to accrue 
from ticket inspection to prevent passengers travelling in a 
higher class, restaurant cars, waiting rooms, refreshment rooms ; 
reduction in clerical labour and accounting, in time lost by 
trains drawing up twite at stations, avoidance of the necessity 
for lengthening platforms, reduction in time occupied in 
marshalling trains, reduction in stocks of carriage equipment 
etc. 

The case for decreasing the number of classes of passenger 
service on Indian railways has been gaining ground. Several 
railway administrations have already abolished first class 
on branch lines, and in some instances, both first and second 
classes have bi eliminated." The process is likely to 
continue and pro tanto relieve railways from the waste un- — 
avoidable in the present system of operating two upper classes 
of passenger transportation. 









THE PROGLEM OF INTER CLASS 


There has been some hesitation on the part of Indian rail- 
ways to adopt intermediate class for regular passenger services. 
Even now certain railway administrations, such as the 
S.1.(B.G.) and the N.S., do not maintain this class, From 
the operating standpoint, there are undoubted advantages 
in favour of a reduction in the number of classes. A smaller 
number conduces to greater simplicity and smoother working. 
A writer, who has advocated the abolition of the inter class 
since 1903, has recently expressed himself as follows : 

‘Setting aside various economies similar tð those mentioned on British 
lines, when the second class was scrapped, imagine what it means to a busy 
booking clerk having four sets of tickets t@ issue, four lists of fares to consult 
and four separate accounts to keep. And similar duplication goes on 
‘in the Audit and Printing Departments and everywhere else. Then picture 
for a moment what a help it would be to ignorant, illiterate passengers 

38 Railway Gazette, 12 July 1935, article entitled: ‘Would it pay to abolish first 

a Board's Report 1938-9, p. 75. On tho Class I railways, excluding 


Mysore Railways, there was a reduction of 374 seats in 1937-8 and of 1,473 seats on first 
class in 1938-9. 
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- "whos > time and temper are tried to the utmost in endeavouring to distin- 
_ guish between intermediate and third class carriages on crowded trains, 
| especially at night time, At present scarcely any one of them knows where 
i to get in. Surely it would be an immense assistance if either of the two 


= Classes did not exist." j 
i ae - While the case for simplification of the classes rests on 
g 
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strong grounds, the survey of the traffic and earnings from 
* inter class does not appear to justify its total abolition. Inter 
lass traffic has shown a better response to changing conditions. 
This class has proved itself admirably suited to the requirements 
of that stratum of the travelling public whose standards of 
living are above the lowest. Firstly, the interposition of this 
class tends to reduce the loss arising from second class passen- 
gers travelling by the next lower class. Secondly, it may also 
help to attract passengers from third class who may find second 
too expensive. It is this social group which may be expected 
to react strongly ‘to every improvement in economic conditions 
in this country. Thirdly, with the elimination of the first 
class, the reduction of the number of classes from four to 
three will effect the same degree of simplification, but with 
decidedly better financial results to railways. Finally, the reten- 
tion of inter class is likely to assist railways to compete more 
successfully with the increasing road competition. A subs- 
tantial proportion of the travelling public who have been 
diverted to the roads would be induced to travel by rail, if 
travel by the latter is made more attractive. The installation 
of fans during the hot weather, better service at stations and 
improved amenities to passengers may render inter class more 
attractive to the public even at a charge slightly higher than 
third. The problem of effective competition with the roads 
and increased passenger ingome is essentially one of retaining 
the present third class traffic and coaxing it to travel by a 


“ George Huddleston, History of the East Indian Railway, (Part TI), 1939, p. 38. 
Mr. Hucdcdleston’s furthor romarks aro to the point: ‘It should also be remembered when 
talking of three or even four classes, that it is not unusual to find on some Indian trains, 
refreshment cars for Europeans, besides separate compartmenta for Hindu and Moalem 
refreshments, postal vans, ice vendors, compartments for women only, private saloons 
for high officials of Government, big Indian potentates or railway o cha In a word 
an Indian train is generally conglomeration of vehicles mixed up anyhow, why not 


then do something material to simplify it? , P39. 
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superior class at higher fares. The class which offers great 
possibilities in this respect is inter. 
⸗ 


STATE MANAGEMENT AND PASSENGER FARES 


We may now refer to the view generally held by many 


in India that passenger fares will tend to be lower under state 


management, as Government, not subject to the temptation 
of maximising profits, will be more inclined to follow a policy 
of cheaper fares. The expectation of lower cost of travel was 
certainly behind the demand for state management after the 
last war. It is interesting to consider how far this hope was 
justified during the post-separation periods. Taking the four 
state-managed and four company-managed broad gauge lines 
as two groups, the average rate per passenger per mile for 
the four classes of passenger service compared as shown in 
Table 46. 


TABLE 46. TREND OF AVERAGE FARES ON STATE-MANAGED AND COMPANY- 


MANAGED RAILWAYS 
(Broan GAUGE) 


< (Per passenger per mile) 
1924 -= 100 


State-managed Company-managed 
1924-5 1929-30 1936-7 Percentages 1924-5 1929-30 1936-7 Percentages 
(In pies) 1929-30 1936-7 (In pies) 1029-30 1036-7 
First 21.0 14.8 17.0 70 81 22.1 18.7 19.4 BS SS 
Second 9.99 7.49 8.68 75 87 10.23 8.84 S.Si Su 86 
Inter 5.27 4.27 4.38 Sl s3 4.42 4.51 4.65 109 105 
Third 3.52 2.94 2.91 a4 83 3.63 3.25 3.25 90 oa) 


Average rates on the state-managed lines in 1924-5 were 
definitely lower for all classes except the inter, as compared 
with the company-managed lines. The general reductions 
during the next six years brought down the average rates 
in both the groups, but the difference in the percentages indi- 
cates that the state-managed systems were more generous to 
the public. The increase in inter class rates on the company- 
managed railways is significant, and is not entirely due to 
increased suburban _ traffic. In 1936-7, except for the 
increases under the upper classes, the average rates presente d 
essentially the same picture. It is, of course, not fair to argue 
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he . basis of of average rates alone without taking into account 
the p f ances in the cost of operati n on individual systems, 
the density of traffic, new factors such as a large increase in 
— traffic, etc. But the average figures disclose a trend 
definite as to justify public expectation of cheaper fares 

: — state management. 
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COST OF RAIL TRAVEL 


i = It is commonly held that third class passenger fares on 
Indian railways are the lowest in the world. Comparing the 
average fares in India with those charged in other countries, 
Indian railways certainly show, with the exception of the 
Japanese railways, the lowest rate of earnings per passenger 
per mile. The average fares for passenger journeys in certain 
foreign railways, converted into Indian money, are given 
in the following table. 


COMPARATIVE STATISTICS OF AVERAGE FARES PER PASSENGER 
PER MILE* 


Railways Year Average rate per mile (im pies) 

Canadian railways 1935 114 
Canadian Pacific * 11:3 
United States railways = 104 
German railways pi Re 
New South Wales 1934-5 7'6 
= Victorian : Suburban 1935-6 6-9 
Country * 108 
Japanese railways * 25 

Indian railways, Class I th 3°25 


* Figures taken from official sources and converted at par, 


It should be borne in mind that the bases of charging fares 
in other countries differ. No other country has four classes, 
and even the three classes which some countries have are 
gradually being reduced to two. On British railways, second 
class is almost eliminated and the standard fares converted 
into Indian money at par are 26°6 pies per mile for first class 
and 16 pies for third. The basic fares for the different classes 
of passenger service in certain foreign countries, converted 
into Indian currency at par, are shown in the Table 47. 
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- These figures, however, do not indicate the actual fares 
which are in many cases lower, even substantially lower. Thus, 
in Great Britain, prior to the war-time restrictions since 1939, 
except in the case of single journeys, the number of tickets 
issued at the standard fares is considered small, and the majority 
TABLE 47. BASES OF PASSENGER FARES ON — RAILWAY 


SYSTEMS* 
(Pies per passenger per mile) 
Railways Firet Second Third 
Great Britain : 
L.N.E.R. 267 a 16-0 
G.W.R. 267 o's 16-0 
Canada : 
Canadian Pacific : 
East of Rockies 181 157 * 
West of Rockies 20:9 I8-1 * 
France : 
P.L.M : Basis .- 15-0 100 “6 
Tax 10-6 6-6 +0 
State : Basis 15:0 100 66 
Tax 50 4:3 46 
German State Š 17:6 11-7 3-9 
Swedish Govt. : 
Ordinary trains 26:3 124 73 
Supplement for Express ete. 387 15:8 T6 
New Zealand (Average) 16-0 10-7 S 
South Australian : Single Return Excursion 
Metropolitan 125% of 565 S53 6-4 
Second 
Country i 16-9 25-4 19-1 


| ® Tho farea taken for this table, from official sources refer to tho yours 1934-5 for all 
railways with the exception of the New Zealand railways for which 1935-6 figures have 
been 


of passengers, probably 90 per cent, used the ‘cheap fare faci- 
lities. The monthly return tickets which were largely in use, 
in fact to the extent ‘of replacing the standard fares, were 
issued between any two stations in Great Britain (with a few 
exceptions) and available outward and return for one calendar 
month. ‘The basis of fares for these tickets was a single fare 
‘and a third for the return journey, that is, Id per mile for 
“third class and 50 per cent more, that is, lid per mile, for first 
class. In the majority of cases, the minima of 3s-9d first class 
and əs-6d third class were applied. There were also a large 
_ number of other concessions offered for passenger travel, such 
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ve : hight travel, bargain travel on Sundays, anglers’ day tickets, 
ran blers’ return tickets, walking tours, family removal, ‘day 
j and half day’ excursions, season tickets, quantity discounts 


rec — fares — — circular tours, week- end and 





for pleasure parties, camping parties, etc. Such facilities 


; are common on most foreign railway systems also and the 


general bæses quoted above are practically the maximum as 


distinguished from the actual fares charged. These reductions 


have the effect of bringing down the fares the ordinary passenger 
is called upon to pay to much lower levels than the basic fares. 

Compared with foreign railways, the bases of passenger fares 
in India are certainly lower. But-allowance has to be made 
for the differences in the comforts provided, the average per 
capita income, the standards of life, ete. The statistics of 
national income, per capita travel, and per capita expenditure 
on travel given in the following table indicate that there are 
considerable differences between the conditions in India and 
other countries. The statistics are not strictly comparable 
owing to the differences in the periods covered by them, fluc- 
tuations in the exchange rates and other disturbing factors. 
But they do offer an approximate index to the capacity of the 
average person in the various countries to pay for travel and 


TABLE 48. NATIONAL INCOME, PER CAPITA TRAVEL AND 
EXPENDITURE ON RAIL TRAVEL IN CERTAIN COUNTRIES 


Country ` National income* Per capita Per capita expen- 
travel diture on travel 

Rs. (in miles) . . Rat Year 
Gr. Britain 1,013 (1931) se 20-6 1931 
France 550 (1928) 430 92 1931 
Germany 520 (1925) 287 12-4 1933 
Italy 320 (1927) zi > Me] 1931 
U.S.A. 1,190 (1932) 130 8:3 1933 
Canada 1,268 (1930) 169 214 1931 
Australia 1,396 (1924) *F 26'2 1933 
8S. Africa A F ws 5 1931 
Japan — 271. (1928) 240) 74 1930 5 
India 664 (1931) 49 0'98 1933 


* Figures for Canada and Japan from Sir M. Visvesvarayya, Planned a A 
Jor —— 1936, and for other countries from Jather and Beri, Indian Economics, Vol. 
14, p- 145, 

t These figures have been convertod at tho current rates of exchange in 
yoar relating thereto. = 





RAILWAY TRAFFIC : PASSENGER TRANSPORTATION 191 


the enormous difference in that capacity between the travelling 
public in India and other countries. i 

Indian railways under normal conditions offer reduced 
fares to certain classes of passenger traffic, such as to athletes, 
-entertainment parties, circus troupes, students, etc. But 
their influence in stimulating traffic appears to be limited, 
as the traffic so far developed has been only of an occasional 
or sporadic character. Somewhat more important are the 
effects of reductions in fares for travel in connexion with socio- 
religious festivals during the Durga Puja, Dewali, Christmas, 
New Year and Easter holidays. They have induced increased 
travel and brought to railways additional earnings. Indian- 
railways have only recently endeavoured to adopt a bolder 
and more enterprising policy. In a country of the extent 
of India, full of places of pilgrim and historical interest, there 
is vast scope for developing new traffic. A properly planned 
and comprehensive campaign is bound to extend the passenger 
‘travel market in India very considerably. The essentials 
of such a program, well-known in other industries, have thus 
been formulated by Mr. Joseph B. Eastman, as Federal Co- 
* ordinator of Transportation : 
‘First, present service demands of the market are thoroughly explored 
and classified, and future demands anticipated; next, the prices which 
a customer, who does not have to buy, is willing to pay are carefully ascer- 
, tained ; then a type of service filling each demand and within the price 
limitation is designed; and finally, and by no means least, this service 
is sold through an intelligent and planned method of sales promotion.’ 15 


One of the encouraging signs of recent years is the attempt 
on the part of most of our railways to break away from the 
beaten track, which was good enough when railways had a 
virtual monopoly of inland transport. Our railways have 
gradually come to appreciate the importance of a more forward 
policy. Thus, during 1930-9 conducted tours, introduction of 
‘travel-where-you-like’ season tickets. in specified zones, cheap 
return and week-end return tickets, etc., were attempted as 


is Passenger Traffic Report, Vol. I, p. 22. 
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= ar feature on most railways. These, however, are not 
—— ate, if. our railways want to exploit the vast reservoir 
is rol dormant traffic in those who have no need, but might be 
. _ induced, to travel. Private enterprise has contributed a great 
* npe to the promotion of the travel habit in other countries. 
4 y * The names of Messrs. Thos. Cook & Sons Ltd. and the Americàn 
- -Express Company have been. synonymous with travel itself 
fe —travel anywhere in the world and by any means of transport 
A by road, rail, sea or air. The development of such under- 
takings devoted to the promotion of travel in India are indis- 
y pensable if the railways are to reach every class of public who 
“might be persuaded to travel. It is only through such means 
that Indian railways can hope to exploit to the fullest extent 
the potential traffic available and awaiting to be tapped. 
State initiative and encouragement, which have been so valuable 
in this respect in several foreign countries will undoubtedly 

help to develop similar enterprises in India. 






* 











CHAPTER V 
GOODS TRANSPORTATION, 


Importance of goods traffic; progress of goods earnings since 1900, 194. 
Goods traffic of Class I railways since 1924, 195. Commodity statistics ; 
the classification of 1925-6, 197. 

Products of agriculture, 201. Préducts of mines and forests, 204. Manu- 
factures and miscellaneous, 207. Live stock, military traffic, railway 
materials, revenue stores, ete., 210. The relative importance of the groups, 
212. 

Net ton milage and average leads, 214. Average receipts per ton mile, 215. 
Freight rates and the price level, 218. The divergence during the de- 
pression, 220. 


INDIAN railways, as indicated in the last chapter, derive about 
60 per cent of their total income from goods traffic, or approxi- 
mately one-and-a-half times as much as the passenger income. 
From the revenue-earning point of view, freight transporta- 
tion, therefore, is even more important than passenger traffic. 
The story of goods traffic during the present century is 
one of steady expansion in earnings, tonnage and haul. The 
trend of earnings was towards a progressive increase. From 
Rs. 20°37 crores in 1900, goods traffic receipts advanced to 
Rs. 28°12 crores in 1909. The next two decades witnessed 
a continuous rise. By 1916-7 freight revenues, as compared 
with 1900, were more than doubled; and by 1924-5, more 
than trebled. The high water mark for goods earnings was 
touched in 1928-9 at Rs. 71°16 crores, which, expressed as 
a percentage of the receipts in 1900, amounted to 349. From 
the next year onwards, as may be seen from Table 49, the 
decrease started, and earnings stated as a percentage declined 
to 338. With the depression starting in 1930-1, came a sudden 
drop, .which by 1932-3—the worst year for goods trafiic— 
lowered the percentage to 279. The improvement in the 
succeeding years raised it almost to earlier levels, and in 1936-7 
the percentage returned to 343. The fact that freight revenues 
recovered so rapidly to former levels and that, despite the 
‘intensity of the depression in all phases of industry and trade 
25—1514B 
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country and — receipts stood high as compared. 
ng decade, provides a significant index of the 


— "of goods traffic earnings on Indian railways. 


su The almost unbroken record of increasing receipts from ' 
Eoi traffic till 1928-9 could not have been produced without 
increase in freight transportation, that is, 
in the amount of goods carried „and the distances covered. 
The volume and distance are indicated by the ‘net tons’ of 
traffic and the length of haul. The tonnage of freight handled, 
ton milage, average haul per ton of goods and average rate 
per ton of goods per mile on all Indian railways since 1900 
are given in Table 49. As net ton miles provide a “better 
measure of the transportation effort than any of the other 
units, the record presented by the statistics of working under 





TABLE 49. STATISTICS OF FREIGHT TRANSPORTATION ON ALL RAILWAYS* 


Net ton Averago 
(crores) Net tons miles Average rate 
Year Ra. ° (millions) a (millions) oF haul (in pies) 
1900 2037 100 42°90 100 7,132 100 155 DRS 
1909 28°12 138 ir oo 142 9,340 131 153 5'78 
1910 30°43 149 65-60 1553 12,003 169 184 4°83 
1911 32°93 162 71-26 16 13,358 182 187 4°73 
1912 3792 186 7848 183 15,629 219 199 406 
1913f 0:095 21°46 z$ 4,041 * 188 4°73 
19134 37°77 185 S261 103 15,623 219 189 44 
1914-5 3509 172 80-97 180 15,226 213 Iss 443 
1915-6 38°76 190 82-0 192 17.158 241 208 44 
1916-7 41°43 203 804 20) 19,826 278 230 4-01 
1017-8 44-50 218 S547 190 20,015 281 246 VOR 
1918-9 imla 241 9110 212 22,141 310 243 4°26 
1919-20 47°12 231 87:63 204 22,402 314 232 4°43 
1920-1 47°07 335 . 87°54 204 19,021 270 228 4°62 
1921-2 40°52 243 oo 14 210 17,713 248 107 5:37 
1922-3 55:02 285 93. 85 210 18,374 258 197 wis 
1923-4 Ho 28 290 O82) 299 * 18,841 204 192 6:12 
1924-5 60°45 $26 hes s — 23,2869 298 273 6-00 
1925-6 64°42 316 os * 19,900 279 249 6-22 
1926.7 6508 319 ip * 20,376 285 237 612 
1927-8 owl 341 * ee 21.902 307 244 08 
1928-9 71-16 349 ee * 21,889 B07 241 24 
1929-30 08-83 338 42 Pa 21,625 302 246 914 
1930-1 a4 SIA ea . 20,400 28A 24% 6-06 
1931-2 5873 288 * 18,347 257 246 15 
1932-3 Hib RO 270% ss * 17,203 241 244 635 
1933-4 H1-59 302 —* 18,707 202 245 "32 
1934-5 6435 316 X E 20,352 285 241 6°07 
1935-6 JE RU 318 * * 20,554 288 236 604 
1936-7 684 343 — 21,435 301 2490 O25 
* Railuw 


ways in India Administration Report, Vol. TL till 192 

Il, 1022-3 ; Railway Board's Reporte, Vol. IT for eubsecnuent gta — Railways, Vol 

inga for 1922-37 in this table do not agree with those in Table 36, which ude refunds, 
} First quarter only. t available, 
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this head may be examined. The net ton milage “in 1900 
amounted to 7,132 millions; increasing in 1910 to 12,098 
millions, it was more than doubled in 1912. In the succeed- . 
ing eight years it described an uninterrupted upward curve 
without even the setbacks noticeable in earnings. The record 
figure of 22,402 millions was attained in 1919-20, representing 
a percentage of 314 as compared with 1900. During the next 
two years the percentage was reduced to 248, but it recovered 
again, reaching 307 by 1927-8. The decrease in the percentage 
since 1929-30 was fairly rapid and in 1932-3 it had’ dropped 
to 241. The improvement during the next two years was 
substantial and in 1936-7 the net ton milage stood at 21,435 
millions and the percentage at 301. 


Statistics of average haul afford another mode of studying 
freight traffic, namely, by examining the average distance to 
which a ton of goods is carried. That distance was 155 miles 
in 1900. By 1917-8 it had increased to 246, and by 1924-5 
to 273 miles. During succeeding years the average haul varied 
from 236 to 249. The longer-haul represented the effect of 
steadily increasing demand for freight transportation by rail 
for all classes of goods throughout the country. 

The record of goods transportation during the pre-separa- 
tion period clearly epitomized the effects of the economic 
development of the country. That the expansion in traffic 
represented a permanent increase is proved by the statistics 
of freight traffic during the post-separation period. This 
fact should be kept in mind in examining the performance of 
Class I railways. As they constitute the principal railway 
systems in the country their figures reflect the same trends 
as those shown by the totals for all Indian railways. We 
may now proceed to examine the goods earnings, tonnage 
and ton milage of Class I railways during 1924-37. ‘The statistics 
and percentage variations are shown in Table 50. 

The year 1924-5 was exceptionally good from the point 
of view of goods traffic. Class I railways obtained an increase 
_of Rs. 6 crores in this year as compared with the goods carnings 






TABLE 50. STATISTICS OF FREIGHT TRANSPORTATION OF CLASS I 
—— 5 | RAILWAYS (1923-37)° | | 


Earnings Net ton 

Re. in Net tons miles Average 
crores % (millions) oi (millions) % 

58°80 gi 04 92 18,638 88 199 
6s:857 100 102 -100 21,064 100 206 
62-79 97 101 99 19,662 93 194 
63:41 Ss 108 106 20,103 95 187 
67°50 104 113 Lik 21,620 103 192 
69-31 107 114 112 21,645 103 * 189 
GERS 103 113 111 21,265 101 ISG 
62:57 97 105 103 - 20,1460 on 192 
5703 SS 4 2 18,107 * RA 192 
65-30 85 py NN 16,978 81 100 
59:83 92 98 96 18,460 58 tao 
02-55 o7 107 105 20.0901 ny 1&7 
62°03 7 110 105 20,206 ou 185 
68-00 105 lil 109 21.172 101 191 


* Railway Board's Reports, Vol. Il, revised figures taken, wherever available. 


of 1923-4. The net tonnage and ton milage also stood higher. 
There was a slight deterioration in the next two years, followed 
by a recovery in earnings which, by 1928-9, touched Ks. 69 
crores, or a percentage level of 107 as compared with 1924-5. 
In the following year there was a decrease to Rs. 67 crores 
or to 103. With the commencement of the depression, goods 
earnings began to drop. In 1932-3 the percentage was only 
85, which during the next two years increased to 97. The 
trend of freight revenues was thus decidedly more encouraging 
than that of passenger revenues. This is borne out by the 
percentages of the top and bottom levels of passenger revenues, 
namely 102 and 77, which indicate a comparatively lower 
degree of expansion and greater extent of deterioration during 
1924-37 than that shown by goods earnings, which improved 
to 107 and receded to only 85. 

Net tonnage of freight generally described the same curve 
of increase. Class | railways handled, in 1924-5, 102 million 
tons, an increase-of 8 millions over the previous year. After 
a slight recession to 101 million tons the volume of goods 
increased to 114 million tons in 1928-9, the year which recorded 
the largest tonnage for the whole decade. The reduction 
in tonnage was not so steep in the following years. In 1930-1, 
Class I railways carried 3 per cent more than they did in 1924-5. 
In the next two years, the percentage of the net tonnage 
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decreased to 88. An encouraging revival in succeeding years 
raised it to 109 by 1936-7, or to approximately the earlier 
pre-depression levels. | 

Net tonnage of freight does not provide a satisfactory 
index of goods transportation as-it does not take the distance 
factor into account. An increase in tonnage may be offset- 
by a decrease in the distance over which goods are carrie 
or vice versa. We have, therefore, to turn to net ton milage 


which, as a product of both volume and distance, presents 


a more accurate yardstick for measuring freight traffic per- 
formance. The statistics of net ton milage included in Table 
50 show that the movement since 1924-5 was in greater 
accord with the trend of earnings. The net ton milage during 
1924-5 was 21,064 millions. After a decrease during 1925-7, it 
improved to 21,645 millions, the percentage being 103. Next 


followed a gradual decrease till the lowest percentage level 


of 81 was touched in 1932-3. Net ton milage recovered rapidly 

thereafter and by 1936-7 the percentage returned to 101. 
The average distance to which a ton of goods was trans- 

ported in 1924-5 was 206 miles, slightly higher than in the 


‘previous year, and, in fact, the highest recorded for the entire 


period. The lead dropped fo 194 miles in 1925-6, and to 186 
by 1929-30. During the depression it varied from 192 to 
185 miles. For the entire period, therefore, the average haul 
showed a narrow margin of fluctuation. 


COMMODITY STATISTICS 


Before proceeding to examine the principal commodities 
which provided the bulk of the freight traffic and earnings, 
it should be stated that the task of detailed analysis is not 
~~ s0 easy as in the case of passenger traffic. As regards passenger 
traffic there are only four classes of service and the data per- 
taining to them are readily obtainable. But in the case of 


_ goods traffic, the classification, rating, transportation and 


‘economic characteristics make the subject one of almost be- 
ring complexity. Further, there has not been either 


— 





ing data — comparisons difficult, — 

— limited piee A brief reference has, therefore, to be 

odo to the character of the statistical data ,to appreciate 

their limitations. + 

cE Prior to 1920-1, the —— — statistics prepared by 

- the Railway Board were based on’ a system devised in 1880, 
to which pene were made from time to time, and consisted 
of 35 groups. There was not, as with the American or Canadian 
classifications, any broad principle underlying it.? Manufactured 





i The 35 classes wore made up as follows : 


T A including drapery, haberdashe —— , uniforms, accoutrements, 
boots and shoes, 2. Coal and coke carried for the aie and foreign railways. 
3. Cotton: (Ò Raw; (i) Manufactured: (a) Twist An yarn (European); (6) Twist 
and yarn (Indian) ; (ec) Piecegoods (European); (d) Pircegoods (In jan); (e) Others. 
4. Chemicals excepting saltpetre. 5. Drugs: (i) Intoxicating; (či) Non-intoxicat- 

: (a) Medical proparations ; (b) Others. 6. Dyes and tans > (i) Alizarine and 
ine dyes; (di) Cutch; (if) —— ; (ie) Myrabalans; (6) Tanning bark; (vi) 
Turmeric; and (wil) Others. 7. Fodder : (i) Oil-cake ; (ij) Hay, straw and grass, 
bran. 8. Fruites and vegetables, fresh. 9 Grain and pulse: (f) Gram and pulse ; 
(ti) Jower and bajra; (fii) Rice in husk; (ie) Rice not in husk; (#) Wheat; (vi) Wheat 
flour; (vii) Others, 10. Hides and skins: (i) Hides of cattle: (a) Dressed or tanned ; 
(6) Raw; (îi) Skins of sheep: (a) Dreesad or tanned; (b) Raw. IL Horns, 
12. Hemp (Indian) and other fibros excluding jute. 13. Jute : (0) Raw; (ii) Gunny 
bags and cloth. 14. Lac. 15. Leather: (i) Unwrought;: (ii) Wrought, excepting 
boots and shoes. 16, Liquors : (i) Ale and beer; (ii) Wines and spirits of all kinds, 
including country spirits; (iii) All other sorte including teddy and fermentoct liquor 
other than beer. 17. Metals: (+) Brass, unwrought ; (if) Brass manufactures ; 
(vit) Copper, unwrought ; (iv) Copper manufactures ; (v) Iron and steel : (a) Unwrought 
(dust, slag, pig iron and iron too old for remanufac ture) ; (6) Wrought: (1) Bare, sheets, 
girders and other commercial forms of iron and steel; (2) Machinery and millwork ; 
(3) Other manufactures including hardware and cutlery ; (vi) Metallic ores; (wit) 
Others. MS. Mineral substances: (7) Marble and stone; (i) Chalk and lime; (ii) 
Others. 19. Oits: (6) Kerosene; (if) Castor; (ifi) Cocoanut; (ie) Mustard and 
rape; (€) Others. 20. Oilseeds: (i) Castor; (ói) rthnute; (itt) Linseed; (tw) 
Poppy; (v) Rape and mustard; vi) Ti or singolly : (wer) Others. 21. Opium. 22, 
Paper and pasteboard. 23. Provisions: (i) Dried fruits and nuts; (fi) Ghee; and 
(żit) Others, 24. Railway plant and rolling stock carried for tho publie and the forei 
railways : (i) Locomotives, engines, tenders and parts thereof; (i) Carriages and truck 
and parte thereof; (iff) Materials: (a) Steel rails and fish platos ; (b) SI rs and 
keys of stoel and cast iron: (¢) Others. 25. Salt. 26. Saltpetre and other sub- 
stances: (i) Saltpetre; (#1) Other salino substances, 27. (i) Silk: (a) i tee 
(t) Indian; (i) Piecegoods : (a) Foreign; (b) Indian, 25, Spices: (i) Betel nute; 
(ii) Cardamoms; (if) Chillies; (fe) Ginger; (e) Pepper; and (vi) Others. 20, Sugar: 
(i) oe or crystallised, including sugar candy: (fi) Unrefined: (a) Sugar; (b) 
Gur, rab, jaggery, molasses and other saccharine produce, 30. Tea: (i 
(ëi) Indian, 31. Tobacco: (i) Unmanufactured; (if) Manufactured: (a) Cigars ; 
(d) Othar sorts, 32. Wood: (i) Timber, nacht WA AE (i) Manufactured, 33. Wool: 
{s) Raw t (fi) Manufactured : (a) Carpets ; ns Piece iecegooils, European; (c) Piecegoods, 
Indian; (J) Other sorts of manufactures. 34. All other articles of merchandise, 
35. petri Ala ti) Horsea: (ii) Cattle; (ii) — ** (ive) Elephants, 
* The Interstate Commerce Commission, United States, has classified the freight 
traffic of the American railways into six general classes of commodities : namely, (1) 


—— of 3) ture; (2) a ey of animals; (3) —— mines ; (4) Products 
ioka te alio on. the: tao Mri, i i 
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twist and yarn, for instance, — classified into tw divisions : 


‘European and Indian. Oils were headed with kefosene and” 


continued with castor, cocoanut, mustard and rape. ~ Foreign 
and Indiay silk piecegoods, amounting to 42 and 69 tons and 


yielding Rs. 2,500 and Rs. 1,300, respectively, were set out in 
full detail, while coal and coke, which acc@unted for 22 million 


tons and Rs. 6°21 crores, got only one-division. The Acworth» ` 
Committee did not exaggerate matters when they severely 
criticised the inadequacy and unreliability of the statistics 
of the period. But whatever their failings, they at least had 
the merit of comparability till 1920-1. In 1922 an attempt 
was made to revise the system, and the number of main groups 
was reduced to 26 in the report for 1921-2. Chalk and lime-- 
stone took the first place and apparel and haberdashery, drapery, 
ete.) disappeared altogether from the list of heads. The new 
c cation was retained for a year, but in 1922-3 it was 
further reduced to 25. It was only with effect from 1925-6 





_ that the commodities were classified on a more or less intelli- 


gible basis. In the final classification, which is the present 
one, 42 groups of commodities were brought together under 
eight heads, namely, - = 

(1) Fuel: coal, coke and patent fuel; and oil fuel and firewood and 

other fuel 

(2) Heavy merchandise 

(3) Light merchandise 

(4) Other commodities 

(5) Military traffic 

(6) Live stock 

(7) Railway materials 

(8) Materials on revenue account. 


The most important of these eight classes are the second 
and third, ‘heavy’ and ‘light’ merchandise. The principle 
adopted to group commodities as ‘heavy’ or ‘light’ merchandise 
was not, as one would suppose, on the basis of their actual 
weight, density or bulk, but their loading qualities. All com- 

modities, which ordinarily loaded to the full carrying cap: acity 
of a wagon were “reated as ‘heavy, and the others ‘light’, 






o. 4 


o AA 


i Metallic ores 
(12) Oil seeds 
(13) Cotton, raw and pressed 






$ (6) Other grains at 4 Petrol in bulk 

(7) Marble and stong Ae Kerosene in bulk 
(8) Salt : (16) Molasses in bulk. 

Light merchandise contains twelve coingnodities which are: 
(1) Cotton, raw unpressed (7) Iron and steel, wrought 
(2) * manufactures (8) Kerosene oil in tins 
(3) Fodder (9) Petrol in tins 
(4) Fruita and vegetables fresh (10) Tobacco 
(5) Gur, jaggery, etc. (11) Provisions -? 
(6) Jute, raw (12) Manures of all kinds. 


. | —* 
There has been some disturbance in some of the groups, created 


by the interchange of the commodities by further sub-division 
between these two groups. Thus, ‘Gur, jaggery and molasses,’ 
which was light merchandise before 1929-30, became heavy 


| Merchandise thereafter when transported ‘in bulk’. When 


it was not, it continued to be light merchandise. Similarly, 
kerosene and petrol ‘in bulk’ have been placed in heavy mer- 
chandise, leaving the tinned consignments in the category 
of light merchandise. 

As we have selected 1924-5 as the basis for comparison 
for the post-separation period, it is necessary to examine the 
typicality of the statistics of the year. The comparability 
of the commodity figures of the year is impaired by the fact 
that the statistics of military traffic, shown separately with 
effect from 1925-6, were included under the other commodities. 
The error is not likely to be serious as all military traffic hardly 
amounts to one-half per cent of the total and is, therefore, 
ignored in the analyses which follow. The only other course 
is to take the year 1925-6 for the purpose of comparison, instead 


of 1924-5 which has been taken as the basé in connexion with 


i wl? 





| | * - 
other topics. ethis ground the year 


may be broadly groupe 
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€ z 5 has been retained 

in spite of the possible exaggeration which the*inclusion of 

military traffic for the year may produce in the movement 

of certain commodities. This will be corrected by an exami- 
nation of military traffic itself towards the end of the chapter.® 

The principal commodities carried by the Indian railways 










agriculture ; (2) Produ 


f mines “ad forests; (3) Manu- 
factures and miscellaneous. | 





$- BRODUCTS OF AGRICULTURE 


In a predominantly agricultural country like India, the 
products of agriculture naturally provide the largest volume 
of traffic. The principal agricultural commodities and their 
relative importance from the point of view of the freight traffic 
on Class I railways may be seen from the following table. 














TABLE 51. ORTANT AGRICULTURAL COMMODITIES CARRIED 
| BY CLASS I RAILWAYS* 
(1929-30) 
of, of ~% of 
Tons ‘total’ Rs. in ‘total 
Commodities (in millions) traffic crores earnings 
(1) Rice 454 6:5 4°17 6-6 
(2) Gram and pulses 161 2°3 45 34 
(3) Wheat 1-63 2:3 2-03 3-2 
(4) Jowar and bajra 0-42 OG 0-56 09 
(5) Other grains 072 Lo 0-83 LS 
(6) Oil seeds 2-79 0 3°95 6-3 
(7) Raw cotton 1-22 L-7 4°50 71 
(8) Raw jute 104 - 15 1-46 2°3 
(9) Fruits and vegetables 1-28 1:8 1:08 17 
(10) Fodder 095 =. 14 0-61 LÒ 
TOTAL 16:20 23-1) 21-34 33:8 


* Figures of tonnage and earnings taken from Railway Board's Report, 1929-30, Vol. IT. 


2 Jt should be edded that the grand total for freight traffic in 1924-5 excludes the 
figures for ‘Livestock’ and ‘Fuel and other revenue atores”. This omission does not occur 
in tho i for succeed years, Therefore, to make the figures comparable, the 
totala for 1025.6 to 1936-7 en for purposes of our oxamination of the commodities 
also exclude these two items. Thia leads to a slight exaggeration of the percentages to 
the total«, which cannot bo helped. <A corrective may be obtained in the treatment of the 


traffic under the excluded terms taken up later in the chapter, When the ‘total’ tonnage 
and 


4 
— 
sense only. 


are used in the succeeding page. thoy should be understood in this qualitica 
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was made up of the products of agriculture 

twas made up of the products of agri ; 


n this traffic were more than one-third of 
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the goods traffic earnings for the year. Of the ten commo- 


~ 


dities included, rice, from the point of view of tonnage carried, 


Mi accounted for the largest volume of traffic, namely 4°54 million 
Er tons, or 6'5 per cent of the total. Other products of agriculture 
—* 


were less in bulk, bug earned relatively, as with raw cotton, 
larger revenue. | i 

The general trends of traffic and earnings from the principal 
agricultural commodities may be seen from’the charts in Fig. I. 
Taking the period as a whole the volume of traffic and earnings 
under unhusked rice, grams and pulses, wheat and ‘other grains’ 
were, generally speaking, well below the basic levels. For - 
these commodities, the year 1924-5 appears to have been 
exceptionally good, Never since that year—before or after 
the depression—did traffic or earnings come anywhere near 
the same levels. The normal traffic from these commodities 
might, therefore, be taken to be in the neighbourhood of the 
average of 1926-7. Of these four commodities, only unhusked 
rice suffered from progressive deterioration. 





The remaining six commodities, husked rice, jowar and 
bajra, oilseeds, raw cotton, raw jute, and fruits and vegetables, 
disclosed a different picture. Of these, fruits and vegetables 
provided an instance of a remarkable increase throughout 
the period. Between 1924-5 and 1932-3, the tonnage doubled 
and, during the next four years, quintupled. Earnings did 


not respond in the same proportion, but stood 80 per cent 


higher at the end of the period. 


The remaining five commodities reacted to the influence 
of prosperity before the, depression and of recession thereafter. 
Thus traffic and receipts from husked rice, jowar and bajra, 
and oil seeds attained their peak levels in 1928-9, while from 
raw cotton they reached their maximum in 1929-30. Raw 
jute recorded a decrease on its own levels of 1926-7. The 
commencement of the depression witnessed a sudden decrease 
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receipts — all these S amodini: An 
s noticeable from 1932-3 onwards. By 
t naked rice, oil seeds, raw cotton and 
raw jute — the basic levels. The tonnage in husked 
ts _ rice reached anew record level, while raw cotton rose above the 
_ peak of 1929-30, both in respect of tonnage and receipts. 
Jowar and bajra alone failed to show any signs of recovery. 
Earnings from all agricultural commodities, it may be 
noticed, declined to a lower level from 1926-7 onwards, due 
partly to the effects of reductions in freight rates. The per- 
` centages for earnings tended to approximate those for tonnage 
only in the case of oil seeds, raw cotton apd raw jute. From 
the point of view of railway receipts, the ‘traffic in husked 
rice and raw cotton .was more encouraging in 1936-7, when 
earnings from these “two commodities were well above the 
basic levels. But as regards oil seeds and raw jute, the increase 
in the tonnage did not produce a corresponding increase in 

the revenues for 1936-7. 











ipward “movement was 
Ti 


PRODUCTS OF MINES AND FORESTS 


We may now turn to the products of mines and forests. 

e principal commodities for which statistics are available 
and their tonnage and earnings are given below. The mineral 
and forest products carried in 1929-30, as might be expected 
from their character, exceeded the total tonnage of agricultural 
commodities. The originating traffic amounted to about 30 
milliontons, or 42 per cent of the ‘total’ traffic carried in 1929-30. 


TABLE 52. PRINCIPAL MINERAL AND FOREST PRODUCTS CARRIED 
BY CLASS I RAILWAYS* 


(1929-30) - i 
To % of Rs. % of 
Commodities (in millions) ‘total’ (in crores) ‘total’ 
(1) Fuel 21°34 30°6 10-02 15:9 
(2) Metallic ores 342 40 1-47 23 
(3) Marble and stone 345 49 0-98 16 
(4) Wood, unwrought 1°35 1:9 0-85 14 
Toran s 29:56 42-3 13°32 21°2 


* Figures of tonnage and carnings taken from Ratilway Board's Report, 1929-30, Vol. TI. 
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Together they produced Rs. 13°32 crores in earnings, or 21 
per cent of the ‘total’ receipts for the year. Fuel* accounted 
for approximately two-thirds of the tonnage and three-quarters 
of the earnings for the whole group. From the point of view 
of both tonnage and earnings, fuel constitutes the most im- 
portant commodity carried by Indian railways. 


FIGURE II. PRODUCTS OF MINES AND FORESTS: ' 
TRAFFIC AND EARNINGS, 1924-37 
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TONS ... .- EARNINGS. 1924—25 = 100. 
The trends of traffic in the four commodities, during 1924-37 
may be seen from Fig. II. The progress of the tonnage and 
earnings from coal, coke and patent fuel during 1926-30 re- 
presents a substantial increase. "The percentages of the tonnage 
increased to 130 in 1929-30 and, despite the depression, the 
4 Under the torm ‘Fuel’ are included coal, coke and patent fuel, oil fuel, firewood 
and other fuel. The discrimination between oil feel and firewood datea from 1927-S, 
Prior to that ycar, the former was included under kerosine oil and the latter under coal, 
and patent fuel. To make tho figures comparable, other fuels are excluded in the 


account in the text. The relative importance of other fuels may be seen from the statis- 
tics given in the appendices. b i 
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percentage never dropped below 112. In 1934- 5 the figure 


anced to P2, which was approximately the same as in 1928-9. 
The trend of earnings was not as regular as that of traffic, 
as the changes in freight rates operated on receipts. The 


increase in receipts during 1929-30 amounted to only 9 per 
= cent as compared with 30 per cent in tonnage. While traffic 
+> continued to remain above the basic level in 1931-2, earnings 


dropped to 94 per cent, and increased to only 101 and 110 
in the succeeding two years. 

Indian railways are the largest single group of consumers 
of coal. The regional concentration of supplies has given 
rise to a large volume of traffic to meet thé needs of railways 
sitnated at considerable distances from the collieries. The 
volume of traffic thus created has to be distinguished from 
the traffic arising from public demand. Coal, coke and patent 
fuel carried for the consumption of home and foreign railways 
amount approximately to a fifth of the total tonnage under 
this head. In 1929-30 for instance, this traffic was 4°26 
million tons, or 22 per cent, the balance of 1542 million tons, 
or 78 per cent, being on public account. The earnings attri- 
butable to both these groups were distributed approximately 
in the same proportion, namely, Rs. 2-77 crores or 29 per cent 
from coal on railway account, and Rs. 6°75 crores or 71 per 
cent from public traffic.’ 

Fuel traffic was thus on a higher level as compared with 
1924-5. Public traffic increased remarkably by 1934-5, and 
the earnings, while showing a lower rate of increase, improved 
sufficiently to make up for the decline in the receipts from 
the traffic on railway account. 

Metallic ores* were more susceptible to the influence of 
business conditions. Thus both tonnage and earnings reached 
their peak levels in 1929-30 and came down together to a very 
low figure in 1932-3. From 232 million tons in 1924-5, the 


* The differentiation between railway and public traffic in coal was introduced from 
78 


e Motallic ores include a wide range of mineral products, namely, barytes, bauxites, 
chromite, hematite, red oxide of iron, iron om lead ore, manganese ore and other 
metallic ores, i 
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traffic increased to 3°42 million tons in 1929-30, the percentage 


being 147. In the next three years the tonnage was halved, 


-and the percentage dropped to 76. Earnings from metallic 


ores increased from Rs. 1:12 crores in 1924-5 to Rs. 1-47 crores 
in 1929-30, the percentage being 131. The decrease in income 
in 1932-3 was even greater than that in tonnage: the per- 
centage dropped to 40. Again reacting strongly to the stimulus 
of business conditions, tonnage established a new record in 
1935-6, namely, 158 per cent, though this improvement was 


> not imparted to earnings to the same extent. 


pa 


Es 


Marble and stone showed similar trends, but the “extent 
of the decrease was less, and the recovery was quite encouraging. 
The traffic from unwrought wood offered a contrast to the 
other three commodities. It never recovered during the period 
from the decrease “in both tonnage and receipts suffered in 
1926-7. 

The earnings from these four commodities also tended, 
as with the agricultural commodities, to be lower from 1925-6 
onwards. The difference was less in unwrought wood, but in 
marble and stone after 1951-2, earnings were relatively higher. 


MANUFAORBURES AND MISCELLANEOUS 


Manufactured and semi-manufactured commodities consti- 
tute, in a sense, the most important of the commodity groups. 
As may be seen from the comparative tonnage and earnings, 
in Table 53, manufactured products provide the highly-rated 
TABLE 653. PRINCIPAL MANUFACTURED AND MISCELLANEOUS 

PRODUCTS CARRIED BY CLASS I RAILWAYS* 








(1929-30) 
Tons % of Rs. %, of 
Commodities (in millions) *total’ (in crores) ‘total’ 
(1) Cotton manufactured DB 0:9 2'41 3-8 
(2) Sugar, refined and unrefined 0:82 1-2 2-03 3-2 
3) Gur, jaggery and molasses 0:72 1-0 096 15 
4) Salt L47 2°] 1-96 31 
(5) Iron and steel manufactures 1-31 LO 2-46 39 
(6) Tobacco 0:33 a 05 ORI 13 
~ TOTAL 5°26 76 10:63 168 


* Figures ee and carnings taken from tho Railway Board's Report, 1920-30, Vol. II, 
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traffic and in proportion to the tonnage — are more re- 

munerative to the railways than the commodities included 

in the two preceding groups. Thus with but 8 per cent of the 

—* tr tonnage, the earnings from these commodities amounted 
in 1929-30 to 17 per cent of the total income. 


FIGURE HI. MANUFACTURES AND MISCELLANEOUS : 
- TONNAGE AND EARNINGS, 1924-37 
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———TONS...... .. EARNINGS. 1924—25 = 100. 

The trends of traffic are shown in Fig. III. The general 
impression is on the whole encouraging. The expansion in 
tonnage and earnings from cotton manufactures was sustained 
throughout. Cotton manufactures accounted for less than 
two-thirds of a milbon tons, and earned well over Rs. 2 crores 
a year. The percentage of tonnage increased to 124 in 1929-30, 
and after a slight decrease in the following year; advanced 
steadily to 141 in 1936-7. Earnings from cotton manufactures 





aE ye 
yd à 





GOODS TRANSPORTATION 209 


did not increase at the same rate as the tonnage, but the im- 
provement was substantial. Even during the depression the 
percentage of traffic receipts from manufactured cotton never 
dropped below 108, and during 1932-6 it increased from 113 
to 118. On the whole cotton manufactures proved to be 
à dependable commodity with prospects of, increase in the 
future. 

Tron and steel manufactiires? increased to an even higher 
level and the tonnage handled was relatively larger. The 
traffic under this head amounted to 880,000 tons in 1924-5 
and earnings in that year were Rs. 1°87 crores. In 1929-30 
the percentage of tonnage was 149 and of receipts 131. In 
spite of a decrease during the first three years of the depression, 
the lowest point touched in respect of tonnage was still 25 
per cent higher than the basic level. By 1933-4 the traffic 
attained the peak levels of 1929-30, and in the next three 
years still higher levels were reached. In 1935-6 the per- 
centage for tonnage was 163. 

The traffic receipts from iron and steel manufactures suffered 
greater deterioration during the depression. From 131 in 
1929-30, the percentage of earnings dropped to 97 in 1931-2. 
From that year onwards there was a steady improvement 
as a result of which earnings passed the pre-depression maxi- 
mum in 1935-7, and stood at 142. Iron and steel manufactures 
had thus definitely gained in importance. 

Sugar traffic increased both in tonnage and receipts till 
1930, after which there was a deterioration till 1933. The 
total volume of sugar, refined and unrefined, carried in 1924-5 
amounted to 700,000 tons. The percentage for tonnage in- 

- creased to 120 in 1928-9, and after a decrease to 91 during 
1930-3, again advanced to 167 in 1936-7, which was the highest 
level touched during the whole period. 

Earnings from sugar, which stood at Rs. 1°64 crores, dis- 
closed an increase during the first six years which was larger 
than that in tonhage. After reaching 124 in 1929-31, the 

 * Under this head are included all fabricated articles irrespective of valuo, such as 
rails, tools, machinery, nails, pots, pens, pins, typewriters, ote. 
27—1514B * `- 
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ss . dropped to 78 in 1932-3, from which 
ic there was a rapid improvement. But in 1936-7 earnings, re- 
_ sponding to the striking increase in traffic, stood 40 per cent 
~ higher ‘than the basic level, the maximum recorded during 
1924-37. * 
_ Tobacco stood throughout on a higher level. There were, 
of course, ups and downs, such as the rise in tonnage to 132 
per cent in 1929-30 and the decrease to 108 in 1931-2. But 
after this the tonnage again increased to 120 per cent. Earnings 
from tobacco were about Rs. 0°67 crore, but latterly they advanc- 
ed to Rs. 0°8 crore. The peak level of 1929-30 was reached, 
in fact exceeded, in 1934-5, and the position of traffic receipts 
during the six depression years, 1930-6, was more satisfactory 
than in the preceding six years. 


Gur, jaggery and molasses were stagnant as regards tonnage 
and earnings till 1931. From that year onwards, on account 
of the rapid development of the sugar industry, there was 
a general increase of 15 per cent and over. The earnings for 
each year, which were about a crore before 1930-1, stood higher 
by Rs. 20 lakhs and over. _The percentages for earnings were 
lower than those for tonnage during 1930-7. 


Compared with 1924-5, the traffic in salt fluctuated between 
80 and 90 per cent of the basic level during the whole period 
1925-37, excepting 1934-5 in which the tonnage dropped to 
77. Earnings from the carriage of salt were fairly stable and 
generally in the neighbourhood of 85 per cent. 

With the solitary exception of salt, which kept below the 
record of 1924-5, Indian railways fared well in both traffic 
and earnings arising from all the other commodities in the 
group, even during the depression. 


P~ 


LIVE STOCK, MILITARY TRAFFIC, RAILWAY MATERIALS, AND 
MATERIALS AND STORES ON REVENUE ACCOUNT 


The four classes of traffic not included among the com- 
modities considered in the preceding paragraphs are live stock, 
military traffic, railway materials, and materials and stores 


s2 
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on revenue account. The volume of traffic and earnings under 
these heads may be seen from the figures for 1929-30 given 
below. 

TABLE 54. TRAFFIC AND EARNINGS FROM LIVE STOCK, EE 


TRAFFIC, RAILWAY MATERIALS, AND MATERIALS AND 
STORES ON REVENUE ACCOUNT* 





(1929-30) 
Tons œ * of Rs. %, of 
(in millions) total (in lakhs) total 
(1) Live stock 0:20 0-2 63 0:9 
(2) Military traffic 0:34 04 38 0-6 
(3) Railway materials 6:38 T4 94 1-4 
(4) Materials and stores on 15-94 18:5 312 4-7 
revenue account 
TOTAL 22°86 26:5 507 76 


* Figures of tonnage and earnings takon from Railway Board's Report 1929-30, Vol. II. 


Live stock and military traffic provided only a compara- 
tively small volume of traffic. Taken together, they accounted 
for slightly more than half a million tons and about a crore 
in receipts. Expressed as a percentage of the totals, the 
tonnage amounted to 0°6 per cent, and receipts to 1:5 per cent. 
Railway materials were much larger and produced 6°38 million 
tons and Rs. 94 lakhs. But the most important of the group 
is the last item, materials and stores on revenue account, 
which amounted to 16 million tons and earned Rs. 312 lakhs. 

The volume of traffic in railway materials increased from 
3°64 million tons in 1925-6 to 9°91 million tons in 1927-8, or 
to 272 per cent, the highest figure reached during the period. 
There was a gradual decrease thereafter, and after a further 
reduction during the depression the percentage stood at 117 
in 1936-7. 

The trend of earnings was similar. From Ks. 70 lakhs, 
receipts increased to Rs. 1°52 crores in 1927-8. The per— 
centage of receipts, which during this year was 216, gradually 
came down to 74 in 1936-7. 

- In point of magnitude of tonnage carried, the materials 
and stores on revenue account came second only to fuel trafiic. 
The tonnage for 1925-6, the highest figure recorded during 
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— period, exceeded 16 millions. The trend — the period 

E was one of decrease. The percentage for tonnage decreased 
Er to 97 in 1929-30 and 65 in 1932-3 increasing thereafter by 

4836-7 to 75. 


Ra Earnings from revenue stores amounted to Rs. 2-91 crores 

in 1925-6. The percentage, as compared with this year, rose 
— * 116 in 1927-8, but in 1930-1 came down to 99. After a 
c further decrease, there was ~an improvement to 92 in 1936-7. 


Revenue stores provided 21 per cent of the total tonnage 
in 1925-6. From this level there was a decline to 15 
per cent, in 1936-7. As compared with the volume of —— 
earnings represented a smaller proportion, namely 4 to 5 per 
cent of total receipts. 


_ Live stock traffic was on the decrease since 1925-6. The 
tonnage as compared with this year, declined to two-thirds 
and receipts to three-fourths in 1936-7. The traffic and earnings 
from military traffic also showed a decline during the depression. 








Of the four groups of commodities considered in the fore- 
going paragraphs, namely, products of agriculture, products 
of mines and forests, manufactures and miscellaneous, and 
live stock, military traffic, railway materials and revenue 
stores, the first three constitute the main classes on which 
goods traffic depends. The statistical data as at present 
available make it impossible to obtain a clear division between 
the products of agriculture, the products of mines and forests, 
and manufactured goods. Thus, flour, a processed commodity, 
has come under wheat, while rock salt, a mineral product, 
is merged in manufactured salt.and is taken under manu- 
factures. But taking the groups broadly as indicative of the 
division between agricultural, mineral, forest and manufactured 
products, there appears to have occurred certain changes as 
regards their relative importance. A comparison of the ton- 
nage, earnings and percentage proportions for ‘each group 
given below shows that agricultural products provided in 
1936-7 a smaller proportion of tonnage and still lower pro- 
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portion of earnings than in 1924-5. Mineral and forest products 
remained almost the same and an increase occurred under 


manufactures. 

TABLE 55. TRAFFIC AND EARNINGS BY COMMODITY GROUPS 3 
Originating tonnage Earnings 
1924-5 1929-30 1936-7 1924-5 1929-30 1936-7 
Tons % Tons % Tons % Rs. ~y Re % Re. ~% 
Products of 1723 30 16-20 23 1929 28 24-84 41 21-34 34 21-41 33 
agriculture 

Mines and foresta 22:79 40 29°56 42 2755 -39 1200 20 13°02 21 13°03 20 
Manufactures 470 8 526 8 6O00 9 062 16 1030 17 1146 18 


Tons in millions. and Rs. in crores. Percentages as proportion to ‘Total.’ 


These three groups account for. 70 to 80 per cent of the 
total traffic and earnings. The bulk of the remaining tonnage 
was provided by railway materials and revenue stores. 

. The fact that in spite of the depression substantially higher 
levels of traffic were reached after 1930—indeed in a good 
many instances even higher than the pre-depression peak 
figures—is significant. Much of the increase, under coal, 
husked rice, metallic ores, cotton manufactures, iron and steel 
wrought, and tobacco, appears to be of a permanent character, 
which, as will be seen later, resulted from the tendency towards 
industrialization. The increases under these heads were 
obscured by the volume of the low grade and low rated com- 
modities. Thus, fuel, railway materials and revenue stores 
amounted to more than one-half of the total originating tonnage 
and produced about a fifth of the freight earnings in 1929-30, 
During succeeding years there was a decrease in the propor- 
tion of the tonnage to 46 per cent by 1936-7. Four-fifths of 
the goods earnings were produced by the remaining one-half 
of the tonnage.® 

‘To conclude. Freight traffic during 1924-37 was thus 
remarkably stable. Indian railways were put to a severe 


s Compare the following figures :— 


à 1936-7 1929-30 

i Tons (millions) Crores Tons (millions) Crores 
Fuel ‘espinal, Bey » Bil! Re. 1007 21°34 Ra. 10°02 
Railway materi . 4°26 » O62 038 . os 
Revenue stores 1240 „» 207 15:94 . 312 


æ 


me. on i 37:77 Rs. 13°26 43°66 Rs. 14-08 
Proportion to total .. 46% 20% 51% 21% 
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_ test during the depression, when foreign trade declined by 


` more than 50 per cent in value. , This must have affected rail 
— ; but the fact that the decrease in goods traffic was 
Pencen less than the recesšion in exports and imports,” 
affords conclusive evidence of the greater importance of internal 
traffic. As Indian railways obtained a greater portion of 
their business from domestic rather than foreign trade they 
were to that extent free from disturbances directly arising 
from changes in world conditions. This conclusion has a 
bearing on the underlying bias of the rating system, which 
in the past was alleged to favour foreign at the expense of 
domestic industry and trade. This raises certain problems 
which will be discussed later. 


NET TON MILES AND AVERAGE LEADS 


The volume of traffic considered in the last section dealt 
only with the total originating tonnage under the principal 
commodities. But as the statistics of tonnage offer no indi- 
cation as to the volume of transportation involved, we may 
now turn to the net ton milage statistics. Net ton milage 
statistics are unfortunately not available for each commodity, 
but with effect from 1929-30 the total figures are set out under 
three heads, coal, grain and oil seeds, and other commodities. 
The ton milage for coal is presented under three sub-heads, 
‘public traffic, ‘foreign line and home line construction’ and 
‘home line.’ The second group has a homogeneity and is 
of special importance in an agricultural country like India. 
The third, consisting of manufactures, is heavily weighted by 
the inclusion of revenue stores, It is not clear what purpose 
is served by the net ton milage of this group. 

The net ton miles for the three groups of commodities 
during 1929-37 may be seen in Table 56. The ton miles under 
coal decreased during the period. Grain and oilseeds, after 
a decrease during 1932-3, recovered by 1936-7 to such an extent 
as to exceed the record for 1929-305 ‘Other’ commodities, 


* The total value of imports and exports declined from Ra. 653°61 crores in 1024-5 
to less than Rs. 300 crores during 1931-2 to 1935-6. 
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TABLE 56. NET TON MILES AND AVERAGE E LEADS ON CLASS I RAILWAYS 
(1924.37)* 
Net ton miles (in thousand millions) Average leads 

Public Foreign Home Grains Other Public Foreign Home Grains Other 

Year coal railways line & oil commo- coal railways line & oil commo- 
coal coal seeds “ities coal coal seeds dities 
1920-30 450 238 188 307 Yis ` 210 424 252 190 152 
1930-1 4-17 2°36 1'81 2327 8:53 211 445 241 206 165) 
1931-2 4°02 L86 1°43 3'12 7°68 214 430 229 207 154 
1932-3 ate 1-72 1'48 271 7°37 210 400 246 205 152 
1933-4 4-00) L78 1°59 2-92 8-17 210 378 255 195 155 
1934-5 4°20 Los 1:73 3-16 8-06 207 384 252 201 152 
1935-6 426 LOS 85 | 283 95K 202 304. 244 193  IS4 
1936-7 4°19 2-00 1°73 227 9°29 201 404-" 241 203 161 


* Railway Board's Report, Vol. IL, for each year. 
after a considerable decrease in 1932-3, also improved to levels 
higher than 1929-30. 

The average leads for coal traffic were different for the 
three sub-groups. Coal for the public during the eight years 
1929-37 had an average lead of 201 to 214 miles. Coal for 
the home line had longer leads which varied from 229 to 254 
miles. Coal fon foreign lines and home line construction had 
the longest leads of all. The average distance in this case varied 
from 378 to 445 miles. 

Grain and oil seeds had average leads which ranged from 
190 to 207 miles during 1929-37. ‘Other’ commodities averaged 
lower, the distances being 151 to 161 miles. 


~ FIGURE TV. NET TON MILAGE BY COMMODITY GROUPS 
(000000000) 
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AVERAGE RECEIPTS PER TON MILE 


There is one more topic to be considered here in connexion 
with goods traffic, namely, the average receipts per ton per 
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: on “mille The average receipts or rates are obtained by dividing 
Ee the total freight earnings by the net ton miles. The rate 
= does not discriminate between different classes of traffic, high- 


rated or low-rated commodities.” A ton of cotton goods bears 
a much higher rate than a ton of coal or mineral ore, and the 
average rate does not take these differences into account, 


Fluctuations in the statistics of average rates per ton mile, 


it should be borne, in mind; reflect the average effect of changes 
in rates, volume, character of traffic and length of haul. Con- 
clusions on the average receipts per ton mile must, therefore, 
be qualified in the light of changes in these factors. 


Before proceeding to summarize the trend of the average 
rate per ton mile during 1924- 37, the character of the long 
range trends may be referred to. Attention is invited to the 
statistics of average rates per ton per mile for all Indian rail- 
ways in Table 49. In 1900 the average rate per ton of goods 
per mile was 5°88 pies. During the next seventeen years, 
there was a steady decrease to 4:01" pies, the lowest figure 
touched. From that level, there was a gradual rise, and the rate 
increased to 5°37 pies in 1921-2 and 6°13 pies in 1923-4. In 
1924-5 there occurred a decrease to 600 pies. During the 
next five years the rate fluctuated between 6°12 pies and 6°25 
pies. There was no change during the depression and, except 
for a slight increase in the average receipts in 1932-3 to 6°35 
pies per ton per mile, the margin of variation was almost the 
same. The figures for all Indian railways, therefore, indicate 
that after an increase in 1922-3, the average receipts remained 
at approximately the same level throughout. 


The average rates on Class I railways during 1924-37 
are shown in Table 57. In 1924-5 the average rate 
per ton per mile was 5°91 pies. During the next eleven years 
there was only a slight increase’ * During the six years ended 

1929-30, the increase from 1925-6 onwards amounted to only 
2 to 4 per cent. During 1932-3, there was an increase of as 
much as 6 per cent or 6°25 pies. But the receipts per ton 
per mile came down to 5-98 pies and rose in 1936-7 to 6-17 pies, 
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TABLE 57. AVERAGE RATES PER TON PER MILE, CLASS I 


RAILWAYS (1924-37)* 


Year Broad Gauge Metre Gauge Class I Railways 
Pies % Pies %, Pies > of, 
1924-5 5°47 100 7°99 100 5:91 100 
1925-6 563 103 8:32 104 - 613 104 
1926-7 55L 101 8:50 116 605 102.5 
1927-8 540 100 8-25 105 600 102 
1928-9 5°62 103 8-49 106 15 104 
1929-30 5:59 102 S44 106 on Oral 103 
1930-1 5-42 99 8:27 104 596 101 
1931-2 555 101 B34 104 HOS 102.5 
1932-3 573 105 8:52 107 6:25 106 
1933-4 570 104 8-45 106 6-22 105 
1934-5 5:49 100 8'08 101 5°98 101 
1935-6 549 100 8-04 101 5:95 101 
1936-7 6571 104 8:17 102 6-17 104 


* Railway Roard's Report, Vol. TI, for each year. 


These average figures do not disclose the fact that the broad 
gauge railways on the whole had lower rates than the total 
averages referred to above. On the broad gauge the average 
rate per ton per mile stood at 5°47 pies in 1924-5. The average 
rates rarely exceeded the limits of 5°50 and 5-60 pies. Only 
in 1925-6, 1928-9 and 1932-4 did it pass the higher limit. 

On the metre gauge railways the rates were higher. The 
average receipts, which amounted to 7°99 pies per ton per 
mile in 1924-5, fluctuated during the next five years between 
8:28 pies and 8-50 pies. The range of oscillation during the 
depression was wider, between 8-04 pies and 8°52 pies. The 
rates for the metre gauge railways stood: 50 per cent higher 
than those of the broad gauge. 

As the average rates per ton per mile do not discriminate 


between the high-rated and low-rated commodities, some 
idea as to the spread of the rates may be had from the statistics 
available under the three groups referred to earlier, namely, 
others, shown in Table 58. 

The receipts from 
public coal were higher and the rate per ton per mile fluctuated 
between 2°87 and 3°21 pies, the tendency being towards an 
increase after 1929-30. Coal for home line varied from 2°19 
pies to 2°36 pies and that for foreign line and home line 


coal, grains and oilseeds, an 
The average rate for coal was the lowest. 
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AVERAGE RATES PER TON PER MILE BY GROUPS 
_ OF COMMODITIES * 


(Figures in pies) 
Public Foreign line Home line Grain & Other 
Year coal coal coal oil seeda commodities 
1929-30 2-88 2:23 2:19 8:52 8:40 
1930-1 2:87 214 2:19 8:10 8:51 
1931-2 "2-88 2-21 2:27 7°99 8°55 
1932-3 23; 2-49 2-36 7:97 8:86 
1933-4 + Pri 2-46 2:31 8:09 8-64 
1934-5 10 2°45 231 760 8:19 
1935-6 315 23d 2-31 7°98 797 
1936-7 3°21 2°37 2-27 7°85 8:35 


* Railway Board's Report, Vol. II, for each year. 


construction from 2°14 to 2°49 pies. The receipts on- the latter 
showed an upward movement during the last five years. 

The receipts for grain and oilseeds amounted to 8°52 pies 
per ton per mile in 1929-30, which was the highest level during 
the eight years 1929-37. There was a decline during the 
succeeding years, and the rate was only 7°85 pies in 1936-7. 

The ‘Other’ commodities on the whole recorded a higher 
level of average receipts per ton per mile than the previous 
groups, and the rate varied from 7°97 to 8°86 pies. | 

Owing to the composite character of these averages, it is 
not easy to draw any further conclusions from these statistics, 
which can only indicate the general trends. 


FREIGHT RATES AND THE PRICE LEVEL 


The general level of freight rates. must in the long run be 
adjusted to the ability of trade and industry to bear such 
rates. Transport costs are part of the costs of production, 
antl changes in prices upset the normal ratio which rates bear 
to commodity prices. In the nature of things prices, subject 
to competition, change more rapidly, and the adjustment of 
rates, subject to regulation, follows after a time lag. A general 
increase of rates, such as that in 1922, can take place only 
when a substantial advance in prices has established itself. 
The equilibrium between rates and prices is similarly disturbed 
when there is a gradual decline in prices, While it would be 
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impossible to conceive of changes in freight rates with every 
change in the prices of commodities, over a series of years 
there should be a correspondence between the general rate 
and price levels.” We may’now proceed to examine how 
the rate level on the Class I railways in India compared with 
the general price level during 1924-37.. 

The index numbers of the average rates per ton per mile 
and of the wholesale prices from 1914 to 1997, given in Table 
59, indicate that, relatively to the price leve freight rates 

TABLE 59. INDEX NUMBERS OF WHOLESALE PRICES AND 

AVERAGE RATES PER TON-MILE 





(1914= 100) 
Wholesale Average Wholesale Average 
Year prices * rate Year prices rate 
1915 112 98 1928 145 141 
1920 201 104 1929 141 139 
1921 178 121 1930 116 137 
1922 176 13% — 1931 96 139 
1923 172 138 1932 91 143 
1924 173 135 1933 87 143 
1925 159 140 1934 89 137 
1926 | 148 138 1935 91, 136 
1927 148 137 1936 92 141 


* Calcutta wholesale prices. 


were lower till almost 1920. The difference was greatest when 
prices stood at 201 and freight rates at 104 in 1920. The 
increases during 1921 and 1922, and the decrease in general 
prices, narrowed the difference. In 1924 the average rate was 
about 40 per cent below the price level. “By 1930 prices had 
dropped to 116, while the average rate remained at 137. In 
the next three years, there was a further decline in prices, 
and the index number was only 87 in 1933. Freight rates 
were comparatively at a much higher level, namely at 143. 
In 1936-7, the average rate dropped to 141, while prices im- 
proved to 92. The impression left by these figures is that 


to ‘yf it were recognised asa rate-making principle that whenever the price of a oom- 
modity was increased or decreased, there would have to be a corresponding increase or 
decroaso of the freight rate for that commodity, there would be no oppertunity for any 


the indefiniteness and —— of which would make business impossible," 


fixity or constancy of freight rates. The entire tariff would be subject to incessant serios 
W. T. Taska, Economic Principles of 


ranepertation, 1035, p- Ish. 






F 


a 


4 
. 


GOODS TRANSPORTATION f 


— incidence of freight rates must have been spartioniatly 
heavy during the depression period, as the average rate re- 
mained at almost the same level as during previous years. 

Taking 1924-5 as the basiS for comparison, the Class I 
railways showed essentially the same trends, but in a more 
accentuated form. Whereas the average rate never dropped 
below 101, prices declined during the depression to 50 per 
cent. In the year when prices reached this level, 
the freight rate level was 105. The situation remained almost 
unchanged during succeeding years, as may be seen from the 
statistics given in Table 60. 


TABLE 60. RATE LEVEL AND PRICE LEVEL ON GLASS. I RAILWAYS 









(1924-37) 
(1924-5100) 
Wholesale Average Wholesale Average 
Year prices* rate Year prices rate 
1925-6 92 104 1931-2 55 102 
1926-7 86 102 1932-3 53 106 
1927-8 86 102 1933-4 50 105 
1928-9 84 104 1934-5 51 101 
` 1929-30 81 103 1935-6 53 101 
1930-1 67 101 1936-7 53 104 


* Calcutta wholesale prices for calendar year. 


The freight rate levels during the depression are thrown 
into bolder relief by taking the figures for 1929 as the base. 
This does not of course allow for the fall in prices which had 
already occurred by that year. The index numbers given in 
Table 61 show that freight rates on coal, owing to the surcharge, 


TABLE 61. FREIGHT RATES AND PRICE LEVELS OF PARTICULAR 


COMMODITIES 
1 (1929 = 100) 

Year Coal Pit mouth Grains & oil seeds Other commodities 
rate * prices rate prices rate prices T 

1930-1 100 102 oo 79 101 82 

1931-2 100 100 59 102 68 

- 1932-3 108 89 94 56 105 65 

1933-4 110 83 .« 05 -53 103 62 

1934-5 111 75 90 56 98 63 

1935-6 109 74 94 60 95 65 

1936-7 lil 72 92 59 99 65 


* Public coal only. t Calcutta wholosale prices, 
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increased to 111 in 1936-7, while during the same period the 
pit mouth price had dropped to 72. 

In the case of grains and oilseeds, except in 1934-5 when 
the rate decreased to 90, it was always between 92 and 95. 
The trend of prices of cereals and oilseeds during the same 
period showed a steep decline as compared with 1929. The 
index number of prices in 1933-4 was 53, while that of the | 
rate level was 95. The position had not improved to any 
appreciable extent even in 1936-7, when the price level stood 
at 59 against a rate level of 92. 

The average rate for ‘Other’ commodities increased to 105 
in 1932-3, after which there was a decrease to 95 in 1935-6. 
The general wholesale prices during the same period dropped 
to 65. 





FIGURE V. RATE AND PRICE LEVELS, 1925-37 
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The comparison brings out the fact that freight rate levels, 
on account of the decline in the price level, were about 50 
per cent higher. The difference was even greater in the case 
of coal. With so large a difference between the rate level 
and the price level, one might conclude that the cost of rail 
transport must have imposed an increasingly heavier burden 
on industry and trade during the depression, particularly in 
India where about 70 per cent of the population is directly 
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€ en zag oa in the agricultural industry. The freight rate level, 
as Professor Jackman points out, | 
a à = “s a matter of vital concern to the agricultural community. Of course, 


it is also of importance to the manufacturer in ascertaining at what price 


: he can sell his product to the consumer; but on account of the higher 


_ value and the wider diffusion of the costs of manufactured goods, the burden 
of freight . rates is frequently not felt to be as heavy upon them as upon 
the agricultural products.” 


During the*dépression, with a phenomenal decline of agri- 


cultural prices, the almost stationary rate level implied 
relatively- higher freight rates on agricultural commodities, 
and a correspondingly lower return to agriculturists. The 
problem of India’s economic welfare is essentially one of in- 


creasing the purchasing power of the agriculturist. To the 


extent that the rate level depressed it, railways would appear 
to have worked in the opposite direction. 

The Wedgwood Committee discussed the demand for a 
general rate reduction and could not support it on grounds 
thus expressed by them : . 

‘A general reduction of charges ...can only be looked upon as desirable 
from the policy point of view, either for the purpose of keeping railway 
charges in step with world-wide price movements, su¢h as occurred after 
the post-war boom, or when railways have a large surplus in hand and- 
are disposed to distribute it in the form of lower charges to their customers 
generally. Neither of these sets of circumstances exists at the present 
time . . . the general level of railway charges in India is low and therefore 
provides no argument in favour of a general reduction.” 
The question of an adjustment of the rate level to the price 
level was thus dismissed by the Wedgwood Committee. The 
unsatisfactory state of railway finance and their anxiety not 
to recommend measures which might prejudicially affect rail- 
way revenues must have influenced their judgement on this 
question. 

It is, of course, possible to press the argument for a rate 
reduction too far, and even the agricultural argument for a 
reduction of rates may lose part of its force if the difficulties 


a ». Cit., p- 554. . 
18 an Committee Report, para 123, p- 77. 





GOODS TRANSPORTATION 223 


of the agriculturists are viewed in the proper perspective. 
The picture drawn by Professor Jackman of Canadian agri- 
culture is so true of the conditions which prevailed in India 
that it deserves to be quoted : 
‘Much is being said at the present time of depression, and has been said 
for many years, of the need for reduction of freight rates-as a means 
of restoring prosperity to agriculture and through it to commercial and 
industrial business. Agriculture, the most vital and essential phase of our 
economic life, is pursued under most unsatisfactory conditions. A pro- 
sperous agriculture is at the foundation of prosperous industry, trade and 
transportation. The fact is that the railways are suffering from the same 
causes which have produced the agricultural distress, especially the curtail- 
ment of the markets for the excess production of the country. The rail- 
ways are the farmers’ best friends. Their interests are identical, and not 
hostile. Anything which will work for the betterment of agriculture will 
work for the improvement of the railways as well as the other interests 
of the country ; and among the most important of these we would mention 
the extension of the country’s markets, the orderly and organizes] mar- 
keting of products, diversified production, adequate credit facilities suited 
to the farmers’ needs, and a more reasonable relation between the prices 
of what the farmers have to sell and of the manufactured products which 
they have to purchase." 

While the argument for a strict correlation between freight 
rates and the price level is open to criticism, so considerable 
a difference as that disclosed by the statistics quoted above 
needed correction. In few of the agricultural countries was 
there, during the depression, anything like so steep a decline 
in prices or so great a disparity between the rate level and 
the price level.“ A decrease in the rate level, narrowing 
the difference in the price level, would have meant a relief to 
the agriculturists, whose difficulties were accentuated during 
the depression. It was feared that that would have involved 
a loss of railway revenues which were already insufficient to 
cover railway expenditure and fixed charges. The only other 
course was to reduce railway expenditure, which would then 
have permitted a general reduction in rates, The problem 
of the adequacy or reasonableness of the rate level cannot 


Op. cit., PP. 580-1. 
i Comparative statistics of general rate levels and price levels in certain countries 





in full. The enthusiasm for an adjustment of the rate level 
had, therefore, to be tempered by a consideration of the financial 
condition of the railways. 


kd 


This chapter is, in a sense, concerned with the examination 
of results rather than of the influences which helped to bring 
them about. Tonnage, length of haul, earnings, ete., all depend 
on the state of industry and business, and their reaction to 
the cost of transportation. It is important from the point 
of view of railway finance to ascertain the effects of railway 
policies on Indian industry and trade, and the effect of the 
state of economic development of the country on the railways 
themselves. These problems can be discussed only by an 


- examination of the rates structure and policies followed by the 


Indian railways. These topics are taken up in the next chapter. 


of the world are given below. The base vear taken for computing the index numbers 
ia 1929, 


Country Average rate Prices Country Average rate Prices 
per ton milo per ton mile 
USA. : Germany : 
1930 99 91 1930 103 91 
1936 90 8&5 1936 - v2 76 
Canada : — 
1930 po gio ` 93 91 90 
1936 BS 78 1936 85 81 
Gr. Britain + India : 
1930 oo 88 1920-30 09 g2 
1036 pi g3 1936-7 102 65 
Japan ; i 
1029-30 100 82 
1036-7 07 90 


— — stacod above are worked outon the basis of the index numbers of 
prices average rates par ton mile for the different countries, taken from the following 
sources: Statistical Abstract af ths United States, 1938; Canada Year Book, 1039; 
Statistics of Steam Riilways in Canada; Foreign Commerce Year Book, 1935 and 1938; 
League of Nations, Statistical Year Book; Annual Report of Railways, Japan; and 
on Currency and Finance, Reserve Bank of India. 
s Chapter w, i 





CHAPTER VI 
FREIGHT RATES AND INDUSTRIAL DEVELOPMENT 


Public complaints about freight rates; Views of the Industrial Commission, 
226. The Acworth Committee's findings, 227. ‘Block’ rates, 228. The 
Fiscal Commission on protection and railway rates, 228. 

Classification of goods: The ts. Bap classification, 220. War-time changes 
and surcharges, 250. Revis classification of 1922. Uneven increases, 
risk rates, exceptional classes, maxima and minima, 231. Demand for 
a reform of the system, 234. Defects of the existing system, 236. 


J 


The new classification of goods, 1936. Main features, 237. Risk rates, 


238. Maxima and minima, 242. Schedule rates, 245. Discontinuous 
milage, 246. Terminal charges, 250. 

Railway rates and industries : The coal industry, developed and conditioned 
by railway policy and rates, 252. Heavy chemicals industry, 255. Other 
industries, 257. Port rates, 259. 

Effect of industrialization on railway rates, 264. Conclusion, 266. 


THE policy of railway rates had for years been a sore point 
with the public, and for our present purpose it will be sufficient 
to start with the diagnosis of the Indian Industrial Commission, 
1916-8... The report of this commission referred in detail 
to the effects of the prevailing railway rates on the industrial 
development of the country. Before the last war, traffic 
flowed in two major streams—raw products moving towards 
the ports for export, and imported manufactured articles 
moving upcountry from the ports. With the natural pre- 
ference of railways for a large volume of traffic permitting 
economic handling, the rivalry of ports attracting traffic for 
export, and the competition of coastal and river shipping, 
the rates policy of railways was adjusted to meet these con- 
ditions of trade. The Holland Commission stated : 
‘the history of rate fixation reveals a desire to divert traffic from one Indian 
port to another, rather than a careful examination of the effect which the 
rate imposed would have on the total cost of conveying the goods to their 
port of foreign destination, and therefore on their ability to compete with 
products from rival sources. Presumably relevant local circumstances 


are duly taken into account when rates are fixed; the point which -we 
desire to make is that there has been a tendency to think of attracting 


i Heroinafter referred to as the Holland Commission, 
* 29—l1514B 













in t 
of — reduction of rates. on “ exporte, 
ted the case of hides, whose iction was not 
by railway rates though their disposal” might be. 
se y ‘the grant of port rates nearly 50 per cent less 
tha ‘the internal rates has certainly discouraged Indian tanning, 
and aided certain foreign industrialists to obtain a hold on 
a class = raw material of which India possesses a partial 
monopoly.’ 

4 The — of railway rates on imports followed much 

* the same lines as those on exports. In view of the fact that 
the ‘efforts of the country in future will be directed to bringing 
raw materials to the most. finished state possible before ex- 
port,’ the Holland Commission enunciated the following prin- 
ciples for the regulation of railway rates : 

(1) “The governing principle which should be followed in railway rating, 
so far as it affects industries, is that internal traffic should be rated as nearly 
as possible on an equality with traffic of the same class over similar dis- 
tances to and from the ports ... as far as possible in the case of raw mate- 
rials conveyed to, and manufactured materials conveyed from, an Indian 
manufacturing centre. The acceptance of this ‘principle premises more 
than individual concessions ; it involves the necessity of considering from 
the widest possible point of view, how far the existing low rates on 
produce for expert are really required.’ 

(2) ‘Railways should accept the principle followed in some other parts 
of the world that a consignment travelling over more than one line should 
be charged a single sum based on the total distance." 


The commission found that one of the immediate causes 
of low port rates was the competition between rival systems, 
which led them to look on some questions from an unduly 
individualistic point of view, such as in the case of ‘block’ rates,® 





w" 
? — r 
Tid w Y n | 
g > * J =i p +4 ta 
= e ` oP 
- | 8 » C * 
Bi - rT g Erp a j 
g” i — - — 
~~ 3} - ts ws * E 
4 “a * . ~ ; 
2 J ™ t — — ~ — 
.- 4 7 a i 
= = f A + 
“Ss A. m » 
P — gi se d F 
4 











* Ibid. 


* Holland Commission Report, para 271, p. 206. 
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‘scale’ or ‘tapering’ rates or some form of terminal 
charges. Their effect even when capable of justification was 
undesirable. According to the commission, ‘they have accen- 
tuated inequalities, and have, on the whole, tended to operate 
to the disadvantage of internal traffic and, therefore, of Indian 
industries." Among other indirect resulta of the policy of 











4 encouraging traffic to and from ports were instanced the con- 


gestion of industries in the port towns and various labour 
difficulties which could only be rectified by a railway rate 
industries, 


policy which would ‘help to diffuse and —— 
and thereby inerease the availability, the comfort and the 
_ efficiency of labour.” 


-= The Acworth Committee found that the Government of 


India, which exercised a close and detailed control over the 


management of Indian railways left to companies a large 
measure of freedom in the matter of fixing rates and fares. 
As regards the allegations of undue preference, such as lower 
rates for export and import traffic, the committee said that 
the existence of such rates was unquestionable. But such 
exceptional rates exist in every country, and are ‘justified on 


` the ordinary grounds, not only of the economy of handling 


goods in large volume, but also of competition between railway 
systems serving the same distributing or consuming area." 
But in one respect Indian railways departed from the accepted 
railway practice in other countries. Export traffic through 
a seaport is usually granted rates not available to that sea- 
port for local traffic. In countries following a free trade 
policy, goods imported through a port are charged lower rates 
for carriage inwards than for goods produced locally at the 
port town. The Acworth Committee pointed out: “This 
practice is not, so far as we have been able to ascertain, 
followed in India."* i 
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‘The question of ‘block’ rates intended to retain the traffic - 
originating on the home line or ‘blocking’ it from passing off 


after a short lead to a rival route was also discussed by the 
committee. Though no instance of existing ‘block’ rates was 
quoted, they certainly existed in the past as shown by the 
Broach block raté’—the memory of which, in the words of 
the report, was ‘still green in the hearts of traders all over 
India, —the Buckingham Canal case and the proposal regard- 
ing the Tirumalaivasal Port.'” 

In 1922, the Indian Fiscal Commission, who rec6mmended 
the policy of ‘discriminating’ protection discussed the subject 
of railway rates in connexion with the development of indus- 
tries. Emphasising the importance of industrial development 
of the country, they referred to the question of railway rates 
as ‘one factor which may have a considerable bearing on the 
lines of development,’ and thought it ‘most important that the 
development of industries at suitable smaller centres through- 


‘out the country should not be hampered by any discrimination 


in railway rates." Discussing the subject at greater length 
in the latter part of the report, the commission observed : 
‘It is not inconceivable that a policy of protection to industries 
might to some extent be nullified by injudicious railway rates, 
or it might be found that in consequence of such rates the 
tariff protection required by an industry, and consequently 
the penalty on the general public, was_higher than it other- 
wise- would be.™? They also referred to the complaints re- 
garding rates mentioned by the Holland and Acworth: Com- 


w The South Indian Railway had an agroemoent with tho British India Steam Navi- 
gation Company by which the latter ceased to call at certain porte and left to tho railway 
the monopoly of the traffic. The same motive was behind the proposal to close the Tiru- 
malaivasal port. For further details about these attempts, the Broach ‘block’ rates 
and the decline of the Buckingham Canal see Acworth Committee cig el pp. 60-1. 

The Buckingham Canal ing into Madras was of considerable importance at ono 
time and ite traffic was diverted to the railway by the quotation of such exceptional rates 
by rail as to leave a vory small margin of profit. The Acworth Committee also referred 
to the evidence tendered as reg the existence of an agreement between the South 
Indian Railway and the British India Steam Navigation Company, the offeet of which 
was to induce the steamship company to cease to call at certain ports and leave to the 
railway the monopoly of the traffic. The Agent of the railway subsequently submitted 
proposals to the Government to close the port of Tirurnalaitasal entirely to force t 
to the ——— whioh the Government was owner, Ibid., p. 51. 

"Indian Fiscal Commission Report, 1921-2, p. 30. - 
is Ibid., p- 72. > 
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mittees, and these received by them regarding lower export + 


and import rates and higher internal traffic rates. The per- 
sistence of the complaints, in spite of the Government circular 
of -1915,3 could not be entirely without foundation. They 
particularly endorsed the recommendations of the Holland 
Commission already referred to; but within the limitations 
specified by them, the Fiscal Commission stated that ‘it is 
not unreasonable that special rates should be granted for a 
term of years to new industries, and even to others if they 
can make out a proper case for special treatment.’™ 

_ The comments of three successive committees on the 


subject of railway rates—two from the point of view of indus- 


trial development, and ‘the other from that of improving the 
relations between railways and their- customers—had the 
effect of impressing on railways the importance of an immediate 
reform of the rates structure and policy. Before discussing 
the developments which followed, we must deal with the 


classification of goods, which forms the steel frame of the 
rating system. ; 


CLASSIFICATION OF GOODS 


Prior to the post-war revision, goods were grouped into 
five classes. For explosives and dangerous goods there was 
an additional class, ‘X’. The maxima and minima rates 
were charged as follows : 


A Maximunt Minimum 
s (pies per maund per mile) 
lst Class 033 ol 
2nd ,, Os * O166 
Srd .,, O07 Oo 166 
4th Y 083 166 
-5th + l .» 10 D166 
X  „ (explosives including 15 O 166 


dangerous goods) 


‘Tn this circular it was pointed out that the estebliehment of industries cannot fail 


directly or indirectly to increase the business of the railways, and that the administra. 
tions of railways have it in their power to do moech for the encouragement of new indus- 
os by the quotation of favourable rates for the carriage of the raw materials ami of the 


J ished products . aril the railway CHEN PERL LC were asked to co-operate in making a special 


endeavour to vo all that was possible for the encouragement of indigenous industrios. ' 
Indian Fiscal Commission Report, p- 73. 
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pee 1916-7, when the pres 
) pel railway administrations. to enhance rates within their 
"prescribed maxima, The demands of state finance also led 


—@ 


= rv ` to the passage of the Freight (Railway and Inland Steam 


Vessels) ‘Tax Act, 1917, which imposed a surcharge of one pie 


= per maund on coal, coke and firewood, and of two pies per 


maund on all other goods carried by the railway administrations 
or inland steam vessels. As the Government of India needed 
increased revenue, the rate of surcharge was further increased 
on 1 April 1921 to 2} annas per rupee of freight payable on 


all goods excluding grains and pulses, firewood, and fodder, 


but including all coaching traffic other than passenger.’® 

In view of the increasing costs of working during the war 
and after, all the railway administrations pressed for raising 
rates and for enhancing the maxima. Disapproving of the 
principle of surcharge, the Acworth Committee held that 
Indian railway rates and fares had always been among the 
lowest, if not the lowest, in the world and that a general in- 
crease was overdue. The committee stated that witnesses 
from all parts of India recognised that rates and fares should 
be increased and expressed their readiness to pay the increases: 
provided a reasonably efficient service was given in return. 

The Indian Railway Conference Association took up the 
matter and the Railway Board agreed to consider proposals 
involving an increase in the maxima or a new classification, 
a percentage increase or any other method to take the place 
of the surcharge. The introduction of telescopic scales with 
varying maxima and increased classes, or the retention of 
` the existing classes with increased maxima, did not find favour 
with the framers of the new classification. The proposal 
actually put forward was to increase the classes and raise the 


™ The exemptions in the surcharge of 1917 were permitted in this surcharge also. 
The railway companios opposed this on the grounds that, (i) the eurcharge waa no longor 


required as a war moasure; (ii) it was not treated as part of the grows oarnings of the 


company to be shared by the company with Government like other earnings, and thero- 
fore, not in — — soe contracts; and (fii) ifthe necessity for rai rates was 


ing the surcharge was unsound and the incidence inequit- 
Vide a ale V. Seer, inl Ind Railways, p. 86. 
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maxima. This was gonaidered the best solution and, according 
to this decision, four additional classes were interpolated into 
the existing classification by subdividing each of the first 
‘four classes. The fifth class became the ninth, and the. special 
‘class X the tenth. 

The new classification came into effeet on 1 April 1922. 
In the case of the two classes into which each of the first four 
was divided, one was made 15 per cent higher than the old 
rate and the other was enhanced by 25 per cent. The fourth 
class and the X class under the earlier system were each raised 
by 25 per cent. The commodities of the older classes were 
allocated to the new classes either with a 15 per cent, or 25 
per cent, enhancement. The new classification compared with 
the old stood as follows : 

TABLE 62. CLASSIFICATION OF GOODS, 1922 
(Rate in pies per maund per mile) 
Old classification - New classification 
{B= Increase Increase 


over existing over pre- 
Class Maximum Minimum Class Maximum class vious class Minimum 


rate rate rate % % rate 
lst 0:333 0:100 lat 0:38 14 over lst ive 0:100 
2nd 042 - ts eee ll ¥ 
2nd 0:500 0166 3rd 0:58 16 ,, 2nd 38 Oo 166 
4th 0-62 D tii +s 7 = 
3rd 0666 e 5th 077 16 „ 3rd 24 * 
6th 083 25 s H $ * 
áth Z DaN 6 C15 COC, 4th 16 ‘i 
N o : ~ Sth 104 25 ** ** N 
5th 1:000 Ji 6h. « - 9th 1-25 25 ., Sth 20 
x 1:500 A 10th 1-87 S, S 50 


Although the classification with the additional groups 
achieved the main purpose of increasing the rates, it was open 
to several objections. Firstly, the splitting up of the classes 
destroyed the symmetry of the old class rates and the relation 
of each new class to the next one became entirely different. 
The result was that the scale of class rates rising from 0'38 
pie per mile to 1°87 pies per mile left widely varying gaps 
between each class. The 2nd class rate, which was 0'42 pie 
or 11 per cent higher than the Ist class rate, was in its turn 
0°16 pie or 38 per cent lower than the 3nd class rate, The 










2s 
E pis * was — o 04 — or 7 per cent higher than the 
, but the difference between the ne áth and Sth classes 
amounted to 24 per cent. There was thus an alternation 
ek o a higher and a lower rate of increase between the classes.” 
= The result was that a change of classification for a commodity, 
— say from 3rd to 2nd, implied a decrease of 28 per cent in the 
rate, just as an alteration from 2nd to 3rd, would result in 
a proportionate enhancement of the rate. The relation of the 
rate of a new class to its previous class is shown in the table 
above. Railway administrations would naturally hesitate to 
risk a large percentage of decrease and a change of classification 
i would, therefore, tend to be limited to the classes bearing 
the least difference, such as between Ist and 2nd, 3rd and 
4th, 5th and 6th, and so on, and not between 2nd and 3rd, 
4th and 5th, 6th and 7th, etc. The limping rate of progression 
in the rates affected the elasticity of the classification.'® | 
Secondly, the position as regards the rates for goods carried 
at railway risk and owner's risk was left undisturbed. The 
difference between the two rates took little notice of the actuarial 
value of the risk and the practice was to quote a lower classi- 
fication for carriage at owner's risk. When the number of 
classes was increased to 10, the difference in class was also 
raised to two, so that a commodity classified at railway risk 
in the 6th class became 4th class for owner's risk. The unequal 
differences between the 10 classes referred to above made the 
disparity between the two rates much greater. Thus a com- 
modity at 4th class railway risk was given 2nd class owner's- 
risk, so that the railway risk rate was raised to some 48 per 
cent above the owner's risk rate. This had little to do with 
the actual risk involved in eres — the goods: it was to suit 

- the scale of rates. 

` Thirdly, the reclassification was not sufficiently broad- 
based to cover the exceptional higher classes which were 








— 


er. 


EL Compare the American classification with the Indian classification of 1922. The 
LO.C. Southern Territory —— nyan 8 1925 is as follow# ; 
Classes 3- i 5 10 11i 12 
of let class 100 as 70 55 45 40 35 30 25 225 20 1756 
—— be ——— that tho lat class is the highest class rato in the American classifica- 


"i | © 
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authorised omc in railways, such as for piecegoods, cotton, 


wool, etc., on the G. LP. Railway on the ground that they 
involved an increase of the maxima to beyond 25 per cent. 
_The railways having such exceptional classifications were 
allowed to secure additional revenue by increasing their excep- 
tional classifications. Correspondingly, those bound to a lower 
classification had to maintain it, but were permitted to have 
the 25 per cent higher maximum. Except for the 2nd class, 
the allocation of commodities had to keep within the classi- 
fication which, as compared with the maximum of the previous 
class, permitted an increase of not more than 25 per cent. 
The minima rates were not reviewed at all, and were kept 
at the same level as before. The reason for fixing the maximum 
was to prevent the companies abusing their monopolistic 
position and exploiting the public. In the public interest, there- 
fore, the maxima, as on the British railways, were also adopted 
here. The raison d'etre of fixing the minima, which are peculiar 
to this country, was different. The companies in India, en- 
titled to a guaranteed rate of interest on their investment, 
might, to meet competition, be tempted to attract traffic by 
quoting rates below cost, which would result in a loss to 
Government and, therefore, to the taxpayer. The reasoning 
which was advanced to justify the enhancement of the maxima 
rates, therefore, applied with equal effect to raising the minima 
as well. With the increase in the general cost of working, 
the minima rates, which were supposed to have some bearing on 
the costs of working, should also have been increased to protect 
the financial interest of Government. The fact that an enhance- 
ment of the minima was not considered necessary shows that 
the pressure was towards permitting the railways to exceed 
the earlier maxima, and that the minima rates were not opera- — 
tive at all in the determination of the rates for commodities. | 


The grouping of commodities into classes is important 
because it serves two purposes. _One is to ascertain the rate 
to be charged when no station-to-station or schedule rates are 
quoted. - The second object is to fix the maxima and minima 

30—151468 
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RAE 
= rates per maund per mile within the limits c a all rates 
= of whatever kind must be kept, subject tō exceptions specially 
; authorised by the Railway Board. The changes introduced in 
= 1922 did not affect the other features of the Indian rates system. 
-3 The maximum rate of a class in which a commodity is placed 
~ is deemed the ordinary rate per maund per mile for that com- 
modity exclusive of terminals or short distance charges and tolls. 

There are, of course, many cases where the rate is less 
than the maximum of the class to which the commodity is 
allocated. This practice has resulted in what are called - 
‘adjusted’ class rates. In certain cases a special rate may 
be quoted on a classification lower than that of the commodity. 
The station-to-station rates mentioned earlier are special 
rates between two specific points, stations or junctions on 
the same or different railways. They are comprehensive 
rates inclusive of terminals, short-distance charges, tolls, etc. 
A ‘schedule’ rate is fundamentally different and is quoted on 
a basis lower than the maximum of the class either on a uniform 
or equal milage basis or on a telescopic (cumulative) principle. 
An equal milage schedule rate may be 0°25 pie per maund 
per mile. If it varies on a telescopic principle, it may vary 
according to distance or weight, such as a rate up to a specified 
distance or weight, and a lower rate up to a further specified 
distance or weight, and so on." f 

The volume of traffic carried under these exceptional rates 
gives them a special importance. It has been estimated that 
from 75 to 80 per cent of the goods traffic is carried at rates 
either lst or 2nd class, or even lower, that is at schedule or station- 
to-station rates, leaving only about 20 to 25 per cent of the 
traffic for the remaining classes. Consequently some of the 
classes have not been effective at all. 
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⸗ DEMAND FOR REFORM ie 
y Although there were occasional criticisms by individual 
students of railway probidinesof the prevailing features of the 


* LR.C.A, Goods Tariff, General rules, ~s : a 
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rates eee ae was afforded for a detailed exa- 
mination only in 1930, when the President and Member of — 
the Railway Rates Advisory Committee were asked to submit 
proposals for the revision of the Indian Railways Act, 1890. 
Commercial bodies and chambers of commerce availed -them- 
selves of this opportunity to represent their views on the 
shortcomings of that Act. The changes introduced under 
the Railways Act, 1921, in Great Britain, and the American 
system sas modified by the Transportation Act, 1920, had 
influenced commercial opinion to a considerable extent. Thus 
the Indian Chamber of Commerce, Calcutta, proposed that 
a Rates Tribunal be constituted and, as was done in Great 
Britain, be “empowered to draw up an entirely new classi- 
fication after sounding public opinion on the subject. Any 
changes in that classification were to be made only with the 
approval of the proposed tribunal. The numerous exceptions 
which existed under the classification of 1922 were to be absorbed 
into a new classification which was to be so drawn up as to be 
uniform for the particular groups into which railways were to be 
classified.4” Other chambers also represented their views to the 
same effect. But the rapid decline of railway revenues with the 
commencement of the depression, and the anxiety to balance the 
budget in the meantime rendered any drastic changes in the 
rating system inadvisable, and consideration of these questions 
was deferred until conditions became normal again. The report 
of the President and Member of the Railway Rates Advisory 
Committee has not been released to the public so far. 

During the depression, as we have seen already, the decline 
of prices and its reactions on trade and industry left railway 

1 Under the present procedure, the trading public have no opportunities to parti- 
cipate in the discussions concerning the classification of goods, The classification is 
done by the Indian Railway Conference Association, which, as the Indian Chamber charac- 
terised, ‘ia an unofficial body of railway ropresentatives, who unfortunately work behind 


closed doors and whose proceedings are not available to the public,’ Memorandam to 
R, R.A.C., 1030. 

i Ibid. The proposed classification of the Indian Chamber of Commerce is interesting. 
The main sections of the classification were to be : (L) goods by goods train; (2) live- 
stock by goods train ; (3) porixhable goods by soage a Pa train or other similar service z 
and (4) goods other than porishables by passenger t Ain or other similar service. The 
classification of goods by goods train is to bo further divided into : agricultural products ; 
coal, coke and patent fuel; general goods ; timber; returned empties ; dangerous goods ; 
and goods of very great value. e ~“ 
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rates relatively higher, and, in addition toñ demand for 
£ general reduction of rates, gave rise “to other complaints 
~ regarding the rating system. These complaints, the existence 
of which was admitted by railway officials them selves, may 
beo summarized as follows : . 

| ` (1) The existence of numerous possible alternatives to the existing 
3 class rates, to the maxima rates per maund per mile laid down by the Govern- 
i ment of India. i 

(2) The standard characterof the class rates was impaired by the em- 
ployment of the ‘adjusted’ class rates, lower than the maxima between 
a pair of stations, the use of exceptional classifications for certain com- 
modities, and the departure, in the basic charges even when the general 
classification was adhered to, from the present maxima. 

(3) The numerous restrictions on the quotations of individual rates 
| such as the minima weights and distances, special packing conditions, ete. 
- (4) The railway routing agreements requiring particular traffic to be 
charged for, and consigned by, particular routes. 

(5) The general adoption of the equal milage as opposed to the tele- 
scopic principle of rates. 3 

(6) The wide differences between schedule rates on individual railway 
administrations for the transportation of the same commodities. 

(7) The impossibility of ‘firm’ quotation of rates to the public on 
account of the absence of station rate registers. 

(8) The complicated character of the rating system which required | 
numerous documents to be consulted before rates for the carriage of indi- 
vidual consignments could be ascertained, and which made the station staffs 
charge—to avoid being penalized for charging by mistake lower than the 
proper rates—'‘safe’ rates or higher rates. This practice caused unnecessary 
irritation and trouble for refunds—difficulties which were intensified 
when there was through booking of traffic over more than one railway.” 
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A conference of railway, commercial and other represen- 
tatives was held on 29 July 1935, at Delhi to meet public 
criticism of the rating system. The Associated Chambers 
of Commerce stating the pressing needs of the business com- 
munity, asked for simpler methods’ of obtaining information 
about rates, simplification and revision of the tariff, investi- 

_ gation of the liability of railways under the existing risk notes, 
and a review of these risk ‘notes. 


"A, W. Beckett, The Indian Railway Rate Bteucture : The Case for Simplification, 1936. 
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Mr. (laters Sir) B. C. Burt of the Agricultural Research a 
Council representing the point of view of the agricultural Ps 
industry considered that there might be a good deal of scope 
for revision. He proposed that ‘there should be a re-exa- 
mination of the incidence of railway rates on the different 
classes of commodities with reference to their value.” By — 
the value of agricultural produce, he meant value at the point 
of production, ¢.g., the harvest time price such as every Pro- 
vincial Gevernment publishes annually." 

The commercial representatives at the conference were less 
interested in the theory of goods classification than in obtaining 
‘firm’ rates and prompt quotations. The result of these dis- 

~ cussions and of the efforts already put forth by the Indian Rail- 
way Conference Association was the classification introduced 
on 1 May 1936. The total number of classes was increased 
from 10 to 16, by interpolating six additional classes into the 
existing number, as shown in Table 63. 


>. 


~ TABLE 63. GENERAL CLASSIFICATION OF GOODS, 1936 
(Rate in pies per maund per mile) 


Increase Increase 
over pre- over pre- 
Class Maximum vious class Minimum Class Maximum vious class Minimum 
rate rate rate rate 
, %o % 
1 039$ J ©0100 4B 072 7 0:166 
2 042 11 * 5 077 7 * 
2A O46 10. = 6 0:83 8 Sa 
2B 0:50 9 ra 6A 089 7 3 
2C O54 8 ‘i 7 096 8 a 
3 O55 7 166 8 1°04 8 . 
4 062 7 s 9 1-25 20 +" 
4A 67 S * 10 1-87 50 


The revised classification certainly helped to remove some 
of the more serious anomalies, It permitted a wider range 
for the regrouping of commodities and under the practice 
followed provided a device whereby the difference between 


s Amplifying this Sir Bryce stated: ‘What means most to the agriculturist is the 
price which he gets for his produce and therefore it ia the railway freight on his produce 
which is of the greatest importance to him. Second in importance comes the railway 

ht on the necessities for roduction, such as manures and implements; this is dəfi- 

second in importance in India. And third comes the railway freight on those 

pocnaa in which he is only interested as a consumer. Now if we look at railway 
reights from that point of view .. . there may bo a good doal of scope for rovision.* 
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he owner s risk and railway risk rates could beweduced. But _ 
he classification afforded scope for improvement imo 












these f ire tions, other defects inherent in the system itself — 
were: left largely untouched. The complaints of the business 
a community regarding the present rating system were directed 


against the operation of (1) the risk rates; (2) the maxima 
and minima rates; (3) schedule rates; (4) discontinuous 
* milage; and (5) terminal charges. Little has been done since 
1937 to remove them, and after the present war, they are 
likely to demand immediate attention. We may, therefore, 
proceed to discuss them in some detail in the same order. 
RISK RATES ke 
The revision of the risk note forms introdueed on 1 October 
1924, imposed on railways a measure of responsibility greater. 
than the earlier forms.** The difference between the owner's 
risk and the railway risk was narrowed down by the inter- 
polation of the additional classes between those which had 
broad gaps between them. But the principal objection was 
that the difference between the two rates was not a true eva- 
luation of the risk undertaken by railways in the transportation 
of freight. In the United States, railway undertakings are 
prohibited by law to contract themselves out of any liability 
from damage or loss. The Interstate Commerce Act specifically 
states : f 
“That any common carrier, railroad or transportation company ... shall be 
liable to the lawful holder’ of a receipt or bill of lading for the full actual loss, 
damage or injury to such property caused by it, and ‘no contract, receipt, 
rule, regulation or other limitation of any character whatsoever shall exempt 


such common carrier, railroad or transportation company from the lia- 
bility hereby imposed,’ 


"= The old Risk Note Form B, tho rincipal form, exempted the ——— from res- 


aapi gra for any loss, destruction, terioration, or damage oxce regard to the 
fa cope consignment or of one or more packages theres die eit ither to theft 
or wilful lect of the administration or its servanta. The new form, while confining 


= administration's responsibility to casos of non-delivery of a complete consignment 


kg act thereof, or of pilferage f a consignment, stipulates that in these cases 
oe ration shall disclose to th neignor how the consignment was dealt with 


ughout the time it was in its possession, and the burden of proof of misconduct is 
laid on the consignor. 


= Section 20 (11). 
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a The provisions of the section have been extended to motor 
transport also under the Motor Carrier Act, 1935. The element 
_of risk has not affected the rates structure in the United States. 
‘The practice in Great Britain, which has had considerable 
influence on the Indian system, permitted risk rates, which 
_ before the ‘appointed day’ represented a difference amounting 
- to 10 to 20 per cent. The Railways Act, 1921 changed this 
. practice completely. According to the new act, the margin 
of difference was limited to the difference in the risk involved. 
It was prescribed that the extent of this margin should be 
‘such as in the opinion of the (Railway) rates tribunal is 
airly equivalent to the amount by which the risk of the com- 
ny in the e of the merchandise in question differs under 
the two sets of conditions.24 Since the arrival of the 
—appointed day’, practice has been brought into line with 
theory, and the difference from the standard charges when 
merchandise is carried under owner's risk has been reduced 
to «smaller proportions. The reductions under this practice*® 
for the owner’s risk rates are as follows: _ 


Traffic marked a 24 % Traffic markede 74 æ 
E ** 3ł * t? ”” Í 8ł 9 o 
ol Se e T, 5d » 9 10 % 
+» p» d 64 % p: », h 124 % 


It has already been stated that in spite of the improve- 
ments effected, the recent changes in the Indian classification 
still left a substantial margin between the two risk rates. 
Taking the difference of two classifications as representing 
the margin between the owner's risk rates and railway risk 
rates, the rates might vary between 7 and 16 per cent, and 
in the higher classes even up to 35 per cent under the classi- 
fication of 1936. In the case of the schedule rates, generally 


* Railways Act, 1921, See, 46/3). Inthe ¢ eneral Classification *the owners’ risk rates 
were known ass, y and z, carrying reductions of 10, 15 and 20 per cent respectively .... 
In reality thoxo reductions often bore little resemblance to the actual losses experienced, 
and the ownors’ risk ratos... came to bo looked upon as a good medium for bargaining 
between the trader and the railway. Thus, if a ak on the one hand maintained that 
m certain commodity should really be classified as Class 1, while the railway maintained 
8* the other hand, that it should be ec tHassified as Glass 2, after Considerable argument anal 
bargaining it often resulted in the railway suggesting a 2 y rate, which was 15 per cont 


below the Class 2 rate and yet was somewhat abovethe Class : rate.” C. E. R. Sherrington 
Economica of Rail Transport in Great Britain, Vol II, p. 106, 
** Ibid p- 107, 
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quote 1 at owner's risk, 

"position as regards the station-to-station rates also remained — 

A the same. 3 In addition to this large difference many other 

_ _ factors limited considerably the trader’s option of choosing 
between the owners risk and railway risk rates. 

The present position in regard to the risk rates may be 

summed up thus. Indian railways may not quote alternative 

= Owner's risk rates at all. There is nothing in the Indian Rail- 

ways Act to compel the railways to quote reduced rates on 

owner's risk conditions. Section 72(2) of the Act leaves it 

open to the railways to limit their responsibility as _ bailee 

for the loss, destruction or deterioration of goods delivered 

to them for carriage by an agreement with the sender on owner’s 

risk rate conditions. If a railway administration does not- 

wish to limit its liability by the quotation of reduced rates 

at owner's risk, there is nothing to compel it to do so; nor 

is there anything in the Act laying down a principle for the 

fixation of the owner's risk rates. In Bengal Nagpur Cotton 

Mills Ltd. v. The N.W., GI.P. and B.N. Railways, the Rail- 

way Rates Advisory Committee observed : : 

‘In the present state of affairs. on Indian railways, the fixation of rates 

in regard to risks is, we feel, somewhat arbitrary and unsatisfactory, and 

whether reduced owner's risk rates should be quoted in all cases where 

rates are quoted for damageable merchandise at railway risk, and vice versa, 

and how the difference between railway risk rates and owner's risk rates 

should be fixed, are, in our opinion, questions requiring investigation, with 

= a view to allay the discontent which, we think, exists on the subject among 

. the public today, and we invite the Government's attention to the matter."*7 
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* Tho Wedgwood Committee discussing the risk rates stated: ‘Flour, for instance, 
is normally carried at n schedule rate, owner's risk. On the G.I.P. Railway the charge 
for 600 miles would be approximately Re, -/14/- per maund. If the sender wishes to 
forward the flour at railway risk he must pay the class rate, which for the same distance 
ia Rs. 1/6/- per maund, or 57 per cent above the owner's risk level.... The owner's risk 
rates are used ns a matter of course, but when a trader finds that in individual cases 
they weigh hardly upon him, he enquires upon what terms the railway will take the risk, 
— is referred to the railway risk rate already existing. This, for the reasons already 
explained, may be considerably higher than the owner's risk rate—to such an extent 
indeed, as to be prohibitive—and the trader therefore finds himself compelled to continue 
forward his traffic at owner's risk. Wedgwood Committee Report, p. 82, 

"= R.R.AC., Case XLIV. Report, 1935, para 67, p. 38. In some cases tho railways 
took the benefit of the doubt in their own favour and nat the trader. The committee 
pointed out in this case that ‘although on each of tho two alternative routes there are 

over which no reduced owner's risk ratos nro quoted, the risk note form B,.. 
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The difference in the legal position of railways in India, 
where they are not, as in England, insurers of goods entrusted 
to them, has rendered* them liable only for negligence or mis- 
conduct of their servants. This has made the theory of risk 
rates in India rather anomalous in practice. The complaints 
of the trader have been particularly persistent as he considers 
the present liability of railways for negligence only and for 
furnishing information as to how the goods have been dealt 
with practically valueless. The Wedgwood Committee en- 
dorsing the principle that the difference between the two rates 
‘must fairly reflect the amount of risk involved,’ expressed 
their opinion ‘that the Indian trader has some claim for con- 
sideration in this matter and that the railways could meet 
his wishes without serious sacrifice of revenue.” The com- 
mittee suggested the study of the British practice “with a view 
to the voluntary adoption of a similar solution suited to the 
special conditions of India.’ 


With the development of alternative forms of transport, 
the railways can ill afford to leave their customers in a state 
of dissatisfaction. The need to clarify the unsatisfactory 
character of the risk rates is clear. One of the urgent measures 
of reform is to ascertain the insurance. value of the risk in- 
volved in the carriage of the different damageable commodities 
under the present system of carrying freight and bring the 
law and practice into line with that of the improved. procedure 
on British railways. Since owner’s risk rates are really the 
effective rates and railway risk rates only paper rates, there 
appears to be comparatively little financial risk involved in 
adopting a more accurate system. 
is mado out as cover the entire journey, ... oven over such portions of the routes where 
no reduced owner's risk rate is quoted, and this results in those railways which quote 
no reduced owner's risk rates obtaining the protection of the risk note.’ 


’™ The Wedgwood Committoo found that ‘the Indian trader has an advantage over 
the British trader (in rogard to class rates) because of the higher percentage rebate allowed 


to him when he bears the risk himself. On the other hand, in regard to station-to-station 
ratos, the British trader has an advantage over the Indian trader in that, where a rate 
carrying one sot of conditions i is in o ation, he may demand a corresponding rate bear ing 
the other set of conditions.” But the facts cited in the text suggest that the differenes 
between the railway risk and owner's Epia rates acts more as a deterrent against traffic 
passing undor railway risk, It tends rather to force than to encourage traffic to move 


under owner's risk, Report, para 129, p. 83, 
$1—1514B 
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e — opinion on the subject of risk rates appears to 
* discount the importance attached to risk in classification and 
: — problems. The report of the Federal Coordinator of 


ag Transportation, United States, referring to this subject states : 
Re * “The element of risk of loss or damage to the freight looms large in many 
E classification controversies, but apparently is actually of small importance. 
J - It is a factor capable of fairly exact appraisal .... There is little need to 


. confuse this factor as an element of classification. It ought to be treated 

» for what it is—insurance against risks ordinarily incident to transportation. 

- This can be accomplished in one, or perhaps a combination, of two methods. 
It can be ignored and treated as a common overhead of all transportation 
or it can be separated from the transportation rates and priced separately 
as an insurance premium is priced.’*” 


MAXIMA AND MINIMA 


The maxima and minima feature of the rates system has 
also been left untouched. The objections mentioned earlier 
in connexion with the partial revision of 1922 have not, with 
the passage of years, become of less moment. It was all very 
well for Government to impose a regulation of that type when 
state-managed railways were the exception and company 
management the general rule. When the State had taken 
over the East Indian, Great Indian Peninsula and Burma- 
Railways, for direct management, the raison d'etre for such 
a financial safeguard disappeared, at least on the state-managed 
railways. ,The Railway Board could not have maintained 
two fundamentally different rate systems, one on the state- 
managed railways and the other on the company-managed 
railways; or it might have rightly hesitated to embark on 
too rapid a change from current practice. These considera- 
tions may have justified the policy of not altering the rating 
system prior to 1924. But the period since the separation 
of finance was essentially one of different ideas. The Govern- 
ment of India (Railway Department) showed a better appre- 
ciation of their own powers as the controlling authority under 
the contracts with the companies, and the company-managed 


= Freight Traffic Report, Vol. I, para 43, pp. 32-3, 
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lines had to keep pace with the state-managed railways in 
many directions. They had, for instance, to conform to the 
principles of reasonableness of rates adumbrated by the Rail- 
way Rates Advisory Committee, constituted in 1926, The 
hesitation to remove this anachronism—the maxima and 
minima—-is, therefore, surprising. The company-managed rail- 
ways endeavoured to support most of the policies initiated 
at the instance of the Railway Board, such as in the matter 
of recruitment, purchase of stores, etc., on all of which they 
would have been well within their contractual rights to have 
disagreed and differed. i 


The main criticism against the maxima and minima system 
is that it leaves too wide a margin for individual railway ad- 
ministrations to fix their rates. How wide this margin is ` 
between the maximum and the minimum of each of the present 
16 classes may be seen from the percentage increaSes up 
to which the railway administrations are at liberty to fix their 
rates for commodities above the minima. In the following 
table is given the percentage relation of the maxima rates 
of the different classes to their corresponding minima. 


TABLE 64. PERCENTAGE RELATION OF MAXIMA TO MINIMA 
CLASS RATES : 


Class Minima* Maxima* Increase Percentage relation 
(pies per maund per mile) to minima . 

l 0100 OSs " 028 380 
2 3 042 032 420 
ZA pe 0'46 0:36 460 
2B * 0:50 040 500 
2C * (54 O44 540 
3 0166 0:58 414 349 
4 me 0'62 454 373 
4A * 0:67 0504 404 
4B F 0:72 0:554 434 
6 * Osa  GO4 500 
GOA * 2 Oso 0:724 536 
7 s» w96 794 ATS 
8 3 1104 (iy s74 626 
E 9 * 1-25 1-084 753 
10 * L-87 1704 1126 


* 1. R. C. A, Goods Trif 







* “re will be — that the discretion in the hands of the 
_ railwa y administrations is considerable. The Ist class rate 
show ‘that the maximum is about four times the minimum. The 
margin extends to 5} times the minima for the next four classes. 
- ‘The other classes provide an even wider range of variations. 
~ Thus for the 8th class, the difference amounts to that between 
0166 to 104 pies. Obviously, the railways can fix in this 
Si class an infinite number of rates, the difference amounting 
_ #6 às much as six times the minima. That the fixing of the 
net — is of doubtful utility to safeguard the public interest 
was perceived long ago, when there was greater reason in the 
_ fixing of a minimum in India with the guaranteed railway 
companies exposed to the temptation of unduly forcing down 
rates. The theory of prescribing upper and lower limits and 
allowing unfettered discretion to individual administrations 
to fix whatever rates on particular commodities they deemed 
best has broken down in practice. Professor Hadley observed 
that ‘every careful student of the question, from Morrison, in 
1836, down to the committees of 1872 and 1882 (in England), 
has come to the conclusion that fixed maxima are of next to 
no use in preventing extortion,” a statement which the late 
Sir William Acworth himself endorsed in his discussion of 
the problem.*® There seems, therefore, to be no doubt that 
the maxima and minima serve little purpose at the present time. 





In view of these considerations, the proposal to have 
‘standard charges’ as in Great Britain has received con- 
siderable support in this country. It is desirable to adopt 
some norm for railways to fix rates. One practical method 
may be to frame the standard rates on the basis of the present 
effective rates. It is probable that the public may expect 
too much from a change of system and may need to be re- 
minded that in Great Britain the standard charges are in a 

i majority of cases only paper rates; thë practice has been 
to quote exceptional rates lower than the standard rates. 
The change in terminology will be helpful in putting the whole 


3 Klementa of Railway Keonomice, 1024, pp- 146, 14}. 
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system on a basis which takes facts as they are and not as 
they might have been. 
SCHEDULE RATES 7 
The class rates—the maximum rates against each of the 


sixteen clas8es—according to official estimates account for ~ | 


only about 20 per cent of the goods traffic receipts. The 
remaining 80 per cent is from traffic charged at rates 
the authorized maxima, namely, the schedule rates 





station-to-station rates. The schedule rates have given — 


to complaints on the score of complexity and surprising varia- 


tions in their application. The Wedgwood Committee quoted i 


the case of cement, which was carried by twelve Class I rail- 
ways on seven different schedules, sô that the charge for 300 


miles varied from 51 pies per maund to 114 pies per maund. 


Similarly, salt was carried on ten different schedules and the 
same was true of grains and pulses.** 

, The schedules were prepared when the relations between 
the different railway administrations were less intimate ‘and 
when each railway built up its schedules according to its own 
individual requirements and circumstances. Some differences 
are always bound to exist from the very conditions of railway 
working. Occasions also do arise frequently enough justifying 
different schedules, not only between different railways but 
on the same railway itself for the same commodity. Kates 
have to reflect differences in the cost.of operation. As the 
Wedgwood Committee put it : ‘Costs may be widely dissimilar 
on different sections owing to gradients or gauge; while scarcity 
of traffic may warrant a higher schedule of rates, just as density 
of traffic may make a lower schedule remunerative. The 
' demand for a uniform schedule for each commodity is un- 
reasonable, and particularly so in a vast country like India where 
the conditions va SO remarkably between one district and 
another." But that there is some basis for the charge of 


* Wedgwood Committee R „ para 127, p. 70 
* ” ™ Tbid. p- 80O. cf. ‘Com ò uniformity in class ami commodity rato», as the » | Inter 
tato Commerce Operating 
p 


] Commission recognizes. is impossible if not undesirabi 
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complexity is confirmed by the Wedgwood Committee who con- 
| clu ded that ; diversity of schedules on the Indian railways: 
= cannot altogether be justified by considerations of this charac- 
= ter.” They urged a policy of simplification to be pursued — 


 . energetically ‘with the ultimate object of reducing the number 


¥ 


MOMDICy? 4 
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Tof schedules applicable to each commodity concefned to the 
i minimum which can be justified on definite commercial 
= growmds,’™ 

=e 

te DISCONTINUOUS MILAGE 


| * The Indian rates system, as stated at the beginning of 
-7 this chapter, was also criticised on the ground that it did not 
` adopt the telescopic principle on continuous milage. The 
conclusions of the Industrial and Fiscal Commissions were 
-to the effect that the rating practice ought to allow for the 
fact that railways operated on the principle of diminishing 
costs with every increase in the lengths of haul. | 
We may now refer to a feature in the Indian railway rates 
practice which has exerted a powerful influence on the general ` 
rates structure. Indian railways, as the Rates Advisory 
Committee pointed out in one of their reports, ‘desire to 
be treated as separate units in rate-making, urge differences 

in their cost of working, in their revenue position iñ the staple 
commodities om which they live and oppose through rates on 

a telescopic or other basis, treating the whole distance of the 
run as one; and while doing so, they adopt at the same time 
the position of the unity of structure of the system as a 







and financial conditions are not uniform in the different | ons of the country. For 
example, the factor of com iwoly light traffic density has been held to justify rz wl 
rates for the upper half of t er peninsula of Michigan and the upper portion of New 
England .... Commodity rates by their very nature cannot be uniform throughout 
the country. They are explained by —— conditions, such as the volume and 
s character of traffic, or the competitive itions which may exist for a ivcular rail- 
road in a given territory." H. G. Moulton and Others, American Transportation Problem, 

. 142-3. a A 
ei Wedgwood Commitice Report, p. 80. The report mld» : Kate as the present situation 
lasts it will be a weakness in pery pomon amd will te inet the railways in their 
x endeavour to win the wu of the trading public. Tt is in our view incumbent on the 
railways to work #teadily in the direction of simplification and to lore no opportunity 
of establishing themselves in a more logical and defensible position. The blom no 
doubt calls for the best experience of the ratos ox of the different administrations 
4f a eatixfactory solution is to be found, but we would urge that the movement as a whole 
should receive its impulse from a higher quarter, and that the Railway Board should give 

and encouragement.” Para 127, p. 80. 
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whole mainly from the revenue-carning point of view and 


that it would be dangerous to treat them as distinct units.** 


The existence side by side with the state-managed railways of 
company-managed railways with their contractual rights led to @ 
situation where cach railway system endeavoured to preserve its < 
individuality to such an extent that the operation of the tele- © 
scopic scale for passenger and goods traffic alike tended to be — 
confined to its own limits. The Indian Railways Act, 1890, ` 
is silent on this point. There is nothing in it to prevent mn 
ways from treating themselves as separate and independents. 
units for rate making or to compel them to regulate their 4 
individual rates on the bases of rates charged on other systems . 
or to have regard to the total lead of the traffic or to the lead 
of the other systems in fixing their portions of the rates for 
through traffic. There is equally little in the Act to require 
the railways to adopt telescopic rates. The desire to make 
their revenue pay their way and the policy of the Government 
for a long time—in fact almost from the beginning—to inter- 
fere as little as possible with railway administrations, led to the 
development of individual systems which yielded to uniformity 
of practice only in exceptional instances, as in the carriage of 
coal, or when there was a pressure of competition in a common 
territory or alternative competitive routes. This individual- 
istic attitude not infrequently led to the levy of maximum 
charges on short leads to another railway and lower rates 
to encourage longer hauls over the Home line. 


. 
- 





The complaint of discontinuous milage was raised only 
against some schedule rates. Other edule rates and class 
rates, it may be explained, are not teles pic, and the station- 
to-station rates are lump sum quotations. But as an appre: 
ciable portion of the goods traffic passes on schedule rates, 
the range of tra ected is considerable.” The Wedgwood 
Committee found it ‘difficnlt to resist the contention that, 
apart from break of gauge-and transhipment, the natural and 





R.A.C., * ieee Cotton Mille œ Four Others v. The N.W. and 
Pn, 


"R. — Case 
8 1929, Report, 
: Ss Wedgwood Commitice Report, para 128, p. 60 
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log logical NAN of calculating the rate is upon the throughout 
ae. listance, aoe. upon a series of “discontinuous” distances.’ 
a AE ere too,’ they said, ‘there is some ground for criticism of 
the rate system, and the criticism cannot” be ignored. It 
* applies most strongly in the case of exchange of traffic from. 
=. Qne state-managed system to another, and will” increase in 
* force if more systems are transferred from private to state- 
BEA management. = 
2 A The difficulties which present themselves against a pro- 
» gram of immediate adoption of the telescopic basis are 
| not to be minimised. The switching over to the telescopic 
- rates may prove to many sections, at any rate for the imme- 
diate future, a measure of doubtful gain. The telescopic 
principle implies that (a) the railways should be treated as 
one unitary organization for the purpose of the fixation of 
rates for through traffic ; (6) rates should be fixed on a tele- 
scopic basis; and (c) in the case of through traffic, telescopic 
scales should be applied on the continuous milage of the through 
lead and not separately on the milage of each railway con- 
cerned in the lead. : 

The adoption of such a policy has disadvantages as well 
as advantages.. It would tend to intensify market competition 
by facilitating access to distant markets and giving the public 
the widest possible choice and the benefit of lower prices which 
such competition would bring. But, as the Rates Committee 
pointed out, it would also ‘bring about considerable disturbances 
in the trade conditions which have come into existence on the 
basis of the present rating structures, and thus cause material 
loss to some industries, which are near the markets.’ The 
effect on railway revenue may prove unfavourable. The loss 
of revenue on long distance traffic from a change to the tele- 
scopic scales may necessitate enhangement, of rates on short 
distance traffic which would react adversely on industries 
located near consuming centres.37 | 


















W 3 Wedgwood Committee Report, ibid., para 128, p. 81. 
7 R.R.A.C., Caso XLIV. Bengal Nagpur Cotton Mills Lid, v, The N.W., GILP., and 
B.N. Railways ‘discusses this aspect of the problema in detail, Soe Report para 11, pp. 8-9. 
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The economic effects of a change to telescopic scales will 
be largely governed by the character of the milage gradations 


in the classification and the rapidity with which the initial 


rate tapers off with the increase in the distance. The probable 
reduction in the income will have to be countered-by an increase 
in the level of rates. It is interesting to observe that at least 
some businessmen are aware of this and are prepared to shoulder 


the additional burden.** On the other hand the possibility. 
of new and sudden market competition, presence of new rivals- 
whom the present rating system had kept away and the loss — 


of markets to present interests might well create an economic 
situation too serious to be hazarded. These considerations 
indicate that the transition from the present system with all 
its shortcomings may necessarily have to be slower and more 
deliberate. | 

Secondly, there are other practical difficulties which also 
stand in the way of the introduction of telescopic scales. The 
question is not one ‘merely of calculating the rate continuously 
for the throughout distance instead of discontinuously for the 
two or more sections on different systems: the schedules 


applied on the different systems are in many cases themselves’ 


different.’°* In some degree, therefore, as the Wedgwood 
Committee pointed out, we are thrown back on the more 
general problem of simplification. But even simplification 
of the schedules is not likely to carry one far in meeting public 
criticism against discontinuous milage.” In plice of many 
diverse schedules on the different railways, it may be possible 
to evolve without undue disturbance a schedule which fairly 


3 The Indian Chamber of Commerce, Calcutta, appeared to be willing enough 
to meet this. They atated in their memorandum to the President of tho Railway Kates 
Advisory Committee : “The probable loss in income as a result of the adoption of the 
principle of continuous milage and of the milage gradations can be estimated and ite 
peoreentage of the total income of the railways taken as an indication of the extent to 
which it would be necessary to increase the existing level of rates and fares in order to 
ensure the present rate of return from railway investments.... The increase on English Rail- 
ways was one per cent and a half; it will be more on Indian railways, but im s+ iew of the 
economics of grouping, the simplification of tariffs, and of tariff accounting ete., it could be 
safely ostimated not to exceed in any case 5 per cent specially as the percentage of through 
to local traffic in India is much lees than in England. The traders in India could well 


emulate their confrercs in England and accept an increase in the short distance freights im) 


to ensure very much reduced freights on“long distance traffic.” Memeorandum pp. 
29-30. 
* Wedgwood Committee Report, para 128, p. SI, 
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i : Pie case of the telescopic principle, which implies rate reduc- 
| t: ry tions. As there is no ground to expect a countervailing busi- 
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nces gains and losses. But this will not be possible in 


"ness, the Wedgwood Committee concluded ‘the losses might 
indeed be so heavy as to cripple railway finances, and we can 
see nothing in the circumstances to justify such a risk being 
taken.”° As the hardship involved in the present position 
was deemed to be ‘not of so urgent a character,’ the committee 
recommended the quotation of station-to-station rates ‘nearer to 
the figure of the through rate as calculated on the “continuous” 
principle’ in such cases where the circumstances demanded.” 

The Wedgwood Committee were justified in adopting a 
cautious attitude from the point of view of railway finance 
at the time of their enquiry. When railways had not emerged 
from the era of deficits, it was no time to propose far-reaching 
changes, the -financial effects of which were extremely un- 
certain. But the solution proposed offers no assurance of 
prompt and adequate relief to the trader who has to resort 
to the tardy and tedious process of negotiations with individual 
railways, reinforced if necessary by a threat of appeal to the 
Railway Rates Advisory Committee. That the difficulties 
created by the discontinuous milage are real and Serious: will 
be clear from the effects of the present rating systems on certain 
industries discussed in the following pages. 

Thus the efforts which culminated in the new classification. 
of 1936 left out of account altogether the problem of tele- 
scopic scales on continuous milage. The increasing emphasis 
on internal production and trade as against export and import 
trade in India is likely to favour, if not actually precipitate, 
the gradual adoption of telescopic scales on the cumulative 
milage basis. 


TERMINAL CHARGES - 


The rates levied for the carriage of commodities some- 


times include a terminal charge to compensate the railway 


Wedgwood Committee Report, para 128, p- 81, 
“i Thid, : 
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administration for services rendered at the terminals, Al- 
though the law in India has generally followed English law 
on the subject, there has been some difference in practice. 
According to the Railways Act, 1921, exceptional rates 

4 may be disintegrated into charges for conveyance, station 
terminals, service terminals and accommodation provided, and 
“services rendered at or in connexion with a private siding.” 
The Railway Rates Tribunal has also approved of a standard 
terminal varying with the station terminal and the service 
terminal. Except for the first five classes of the English 
classification to which they do not apply, service terminals 
show separate charges under the four heads, loading, unloading, 
covering and uncovering, under each of the remaining classes. 


The problem of terminal charges has not arisen at all in 
the United States, as the American railway rates have been 
recognized as covering the full service which the carrier gives, 
namely, furnishing the car, a place at which to load it, the 
conveyance of that loaded car and its terminal delivery. 


The position in India is rather nebulous. There are no 
scales of maximum terminal charges in India. Nor is there 
a differentiation between the charges for station accommodation 
and the services rendered. Section 43 of the Indian Railways 
Act, 1890, no more than recognises the right of railways to levy 
reasonable terminals and it has been optional with railways 
to charge or not to charge. The defects of the existing system 
‘are readily summarized. The present charge does not dis- 
tinguish between service and station terminals. Barring the 
case of special terminals, the size of the station or the nature 
of the facilities provided appears to have no bearing on the 
charge imposed. Nor, apart from such low grade traffic as 
coal and grains, is any allowance made for the class of com- 
modities carried. In many cases a ‘double’ or ‘higher than 
single’ terminal is charged at one end even where only one 
station is used—that is irrespective of whether the traffic 1s 
local or through. What is more surprising is that even when 


i Sec. 40(1). 
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. ila terminal Seepmmodation or service is provided 
Fes — has to pay the full terminal charge. What is even 
more exasperating is that he has to pay it even when the cost 
Re of loading and unloading is borne by him.* 
| Nor is the practice uniform on all railways. Thus, the 
mere transfer of the Naini-Jubbulpore section from the E.I. 
to the G.I.P., on 1 October 1925, led to the imposition of a 
_ terminal charge of four annas per ton of kiln coal received, 
by the Central Provinces Portland Cement Company from 
the Bengal area. Both the railways were state-owned and 
state-managed, and the additional levy which should have 
been justified on economic grounds was supported merely on 
the basis that it was entirely within the scope of the powers 
and in line with the practice of the G.LP. It was not remitted 
by the Railway Board, although the Railway Rates Advisory 
Committee had recommended it.“ In a more recent case 
also, the committee commended for ‘the consideration of the 
Government of India the desirability, in the interests of the 
railways and tradefs alike, of clarifying the Indian law 
on the subject of terminals at an early opportunity if it be 
the intention to retain terminal charges as such." The fact 
that it is entirely optional with the railway administration 
to charge or not to charge vastly increases its capacity to 
discriminate. The levy of the terminal may be used effec- 
tively to block traffic. The revision of the rating system in 
1936 has also failed to take note of the anomalies created by 
the system of charging terminals, 


RAILWAY RATES AND INDUSTRIES 


The effects of railway rates on trade and industry are far- 
reaching and those interested in the development of large 
scale industries in India have always looked. upon railway 
rates as a powerful instrument of assisting it. The establish- 


“ For a more detailed examination of this — see K. C, Srinivasan, T'he Law and 
slagers, B- of Railway Freight Rates, 1928, pp. 378-9 
R.A.0., Caso If, The Central „Prov. Portland Cement Co., Ltd., v. The GIP. 
—— 1927. 
R.A.C,, Case XLV. Messrs. Martin & Co. v. The E.L.Ry. p- 44. 
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ment of manufacturing industries in India offers a solution 
to many of our economic problems, and is, therefore, recognized. 
as essential to the progress of the country. The influence 
of the present rates structure and rates policy on Indian in- 
dustry needs to be examined from the point of view of India’s 
economic progress. Limitations of space and data alike 
preclude anything like a detailed survey. But certain re- 
presentative industries may be considered as illustrative of 
the effect of the cost of rail transport on their prosperity. 
Coal industry 
Probably the most remarkable instance of an industry 
fostered and sustained by the influence of cheap freight rates 
= is the coal trade. The importance of the coal industry has 
already been indicated. Coal, coke and patent fuel represent 
about 30 per cent of the originating traffic on Class I railways. 
Earnings from coal amount to about 15 to 17 per cent of total 
income. The natural distribution of coal in India is concen- 
trated in Bengal and Behar and, till 1931, 94 per cent of the 
total production came from the coalfields of Bengal and Behar, 
and the bulk of the coal traffic must consequently consist of 
movements from this region to different parts of the country. 
The demand for coal is mainly from railways and manufacturing 
industries. The use of coal for domestic purposes is only a 
very small proportion of the total consumption in India. 
The consumption of coal attributable to railways is about 
a third. The iron, steel and brass foundries (including engineer- 
ing works) use about 21 per cent; cotton and jute mills about 
10 per cent; inland steamers and bunker coal about 7 per 
cent; and only about 25 per cent of the total supplies is uti- 
lized for all other industries. | 
The coal trade had two principal difficulties in establishing 
itself in the different markets in India: the great distances 
to which it had to be transported—to Bombay, Madras, Karachi 
and other places—and the competition of cheaper foreign coal. 
During the seventies, despite the proximity of the collieries, 
even the Calcutta market could not be called their own and 
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ty in supplying Bombay and Madras, more than a thousand 
iles away, in face of cheaper imports by sea from England 

latterly from South Africa,- may be imagined. The ex- 
pansion | of the coal trade and the supplies of Indian coal, during 
the last twenty years at almost every manufacturing centre 
and for every railway in India, have been entirely the result 








of railway policy which granted facilities and particularly 


cheap rates for coal. 

It is significant that coal was the only commodity accorded 
the benefit of- the telescopic scale of rates on a continuous 
milage basis. The development of coal rates was profoundly 
affected by certain factors. The proximity of the port of 
Calcutta to the coalfields had a dominating influence on the 
direction of traffic, and facilitated export of coal for which 
the port provided the best facilities available.™ The steam- 
ships could supply other ports in India at a much lower rate 
than could be done by rail. A large volume of coal conse- 
quently found its way to Calcutta. Part of the production 
was also sent up-country by rail to other consuming centres 
of railways and industries outside the coal producing area. 
The desire to supply Bombay also had an influence over the 
rates for coal destined to that port. 

The extent to which railways have assisted the coal industry 
may be illustrated from the coal export trade. Export interests 
were given a rebate on export coal for.a long time. As a result 
of the recommendations of the Coal Committee of 1924 the 
rebate was enhanced and this had some effect on the volume 
of coal exported. The annual average during the quinquen- 
mum, 1921-5, was only 182,000 tons, against 620,000 tons 
during the quinquennium, 1916-20. Exports’ rose from this 
low level to an average of 601,000 tons during the succeeding 
quinquennium 1926-30. A decline set in during subsequent 
years. In April 1926, a general reduction of 10 per cent was 

“ Tho exports were primarily to Aden, British East Africa, Mauritius, Ceylon, Jawa, 


Straits Settloments, Sumatra, and Hongkong. In 1920 they touched lẹ million tons 
and 1} crores. 
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granted which, Sir Charles Innes, the Commerce _ Member, 
claimed, brought the long-distance rates to a level ‘not very 
much higher than the pre-war rates.’ But for some leads 


the rates, even after the reduction, disclosed some leeway to 
be made up before attaining the pre-war level. In 1929-30 


there was another reduction on long-distance traffic exceeding 
200 miles. With the commencement of the depression a 
surcharge of 15 per cent was imposed on coal, which was re- 
duced to 124 per cent during 1935-6. 

The extent to which coal traffic has been conditioned by 
the special rates charged by railways will be clear from the 
fact that the average rate per ton mile of coal has been so low 
as to yield only a very small amount of profit to the East 
Indian and a loss to the Bengal Nagpur and Great Indian 
Peninsula Railways, even without taking the interest charges 
into account. The following figures” indicate the . position 
of each railway for selected years: — 


' COST OF COAL TRANSPORTATION* 
(In pies) 


Cost per ton mile 


Cost per ton mile 
excluding interest 


Cost per ton mile 
including interest 


average rate (coal) 


B.N. BI G.I.P. Nc, aoeks » GEER". BN. EL GLE. 
1922-3 285 "2:93 501 4°44 425 682 254 2:90 2°68 
1924-5 37:01 2°59 3°96 488 434 595 2°69 2°78 2°58 
1929-30 3°47 246 . 4°06 519 391 682 238 267 2°35 
1935-6 260 243 359 419 386 647 3:03 2°49 


2'88 


* Railway Board's Reports, Vol. II. 


Heavy chemical industry 


The exceptional character of coal traffic justified special 
treatment on account of its transportation characteristics 
and low value. Other industries have not, however, received 
such careful attention and co-operation from the railways. 


The development. of new industries may, under certain 


it The cost figuros quoted here are not the true costs, but only averages ascertained 
by the separation of paseonger and freight service oxpenses on an assumed formula, anc 
too much roliance should not be placed on these cost figures, It may be acddod that the 
interest charges for these figures were 44% in 1922-4, 59% up to 1933-4, amid 45% there. 
after, 
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— ‘cumstances, prove to be largely a question of freighte: The 


ndian Tariff Board found in their enquiry into the heavy 
— — industry that railways have it in their power to 
_ give or cancel protection to industries by quoting special rates 
or manipulating rates within the wide margin left between 
_ the maxima and minima. This has clearly obvious disad- 
vantages to the manufacturer, who, apart from the uncertainty 
= regarding the freight the industry may obtain, depends for 
` his success on satisfactory negotiations with individual ad- 
ministrations, which, as the Board stated, ‘even if practicable, 
ean seldom lead to uniformity or create that security (in his 
= mind) which is essential to induce him to invest his capital 
in large undertakin gs. as 


The railway classification of commodities was also not 
= helpful to the heavy chemical industry. The Board confessed 
œ their inability to follow why copperas, alumino-ferric and 

alum were classified at R.R. under class I of the railway rates, 
while Glauber’s salts, Epsom salts and sodium sulphide were 
entered under class 3, although these chemicals had the same 
value and no great difference among them in regard to bulk 
or risk in handling.*® To take an entirely different instance, 
according to the principle that a raw material of almost uni- 
versal use for industrial purposes should bear the lowest 
possible rate, coal pays the lowest rate on a telescopic basis 
on continuous milage. In 1929 it worked out below O'l pie 
after 450 miles, and 0°07 pie at 900 miles and over. But 
fertilisers were charged minimum freight of 0-1 pie per maund 
per mile irrespective of distance. In view of the importance 
to an agricultural country of cheap fertilisers, it is not clear 
how a differentiation was justified between a raw material 
for-industry and one for agriculture. 


The Tariff Board therefore concluded that one of the major 
factors deciding the future of the heavy chemical industry 
was the scale of rates to be charged on its products. Even 


< 
eg Tariff Board Report on the Heavy Chemical Industry, p. VO ¥ 
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in the event of a permanent loss on some chemicals through 
reduced rates, the objection, the board stated, would not be 
decisive, as the problem had to be examined from two points 
of view: the possibility through the reduction of freight of 


additional traffic and thereby increased earnings ; and whether 


it would be on the whole in the national interest to create 
the particular industry. In the case of heavy chemicals it 
was found that they satisfied both conditions and the board 
believed that ‘the possibility of organizing the chemical in- 
dustry on a satisfactory basis depends to a great extent on 
the fixation of lower railway freights.°° In view of the possi- 
bility of the protection afforded to an industry being neu- 
tralized by a variation in rates, they laid down that ‘no increase 
in freights should take place during the period of protection 
without reference to the Government of India." 


Other industries 

The case of the coal and heavy chemical industries may 
be considered exceptional, as one is a basic industry and the 
other a new enterprise seeking facilities and assistance for 
expansion. We may now take the cotton industry which is 
among the oldest and well-established large-scale undertakings 
in India. The freight rates for cotton were discussed in the 
Kerosam Cotton Mills and Four. Others versus The North 
Western and the East Indian Railways, one of the earlier 
eases before the Railway Rates Advisory Committee. The 
mills were situated in Bengal and were dependent for their 
raw material on the Punjab. Examining the question as 
to the treatment of the raw material per se, it was found that 
the manufactured product, higher in value and more refined, 
and the raw material, subject to a wastage of 25 per cent, were 
moved at the same rates. The owner’s risk rate of the 4th 
class, the effective rate, was provided for piecegoods, while 
only the 4th class rate at railway risk was offered for cotton. 
Prima facie to rate cotton and cloth, when the ‘lifference in 

Sipe 10k Board Report ontihe Heavy Chemical Industry, p. 100, 
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5 3 = — ‘and Toine — ⸗ ‘Further, when — 


the maximum rate was charged on the raw material there 


Bo * Saijal have been some distinction between long and short 


“ distance traffic, though none was made.*? 

The glass bangles case in. 1928 afforded an even more striking 
instance of the restrictive influence of the present rates system. 
That industry supplied the needs of a very large number of 
people in Hyderabad and Southern India, served by the M.&5.M., 


_NA(G.)S., and S.I. Railways. It was also found that the retention 


of the hold on these markets was indispensable for maintaining 
the industry, which was situated at Firozabad. The distances 
over which the traffic moved were considerable: Firozabad 
to Wadi, 1,056 miles; to Balharshah, 716 miles before the 
Nizam’s Railway is reached; and Firozabad to Raichur, 
1,123 miles, and via Waltair, 1,204 miles before the M.&S.M. 
takes up the traffic. The rates on through traffic over such 
long distances should not in the last stages be even higher 
than before. The Railway Rates Advisory Committee there- 
fore argued that ‘it is but fair that the Firozabad exporter 
should, after his goods have been carried such long distances, 
be entitled to ask for a considerable reduction in the rates 
during the last stages of the traffic’s journey before it reaches 
its destination.... The quotation in conjunction with other 
railways of a rate lower than the local rates in the case of long 
distance through traffic cannot embarrass the railways as regards 
the local traffic.”™ : : 

These instances show that the rates structure and practice 
prima facie discouraged inter-raillway movements of traffic. 
It was only when railway administrations found that in order 
to obtain as large a revenue as possible, they must, as with 
jute, cotton, grains, etc., facilitate movement of traffie to 
other places or protect their own traffic from diversion, that 


n RRAC. Case IV, 1929, Report. 


R.R.A.C. Caso XVIII, Mesars. Bhannital Glass Worka v, The B.B. &01., N.OS. ` 
W., M.&S.M., BI., BN., S.S.L., S.I., and GIP. Railways, Report, p. 3. 
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lower rates on telescopic scales were granted, to enable move- 
ment over longer distances. The pressure of demand from 
organized groups of producers had often com pelled railway 
administrations to concede special telescopic rates. But in 
a country which is still one of small-scale producers, not effi- 
ciently organized, the facilities enjoyed by the larger enter- 
prises may not be available to them, and the result is that the 
present rates structure and practice may, even without cons- 
cious intent, exert a restrictive influence over the movement 
of traffic. Again a new industry struggling to establish itself 
may find that the transportation charges applied may be the 
maximum leviable and that they may impose too great a 
burden on its capacity. The railways themselves, it should 
not be forgotten, react only to the economic conditions present, 
and unless they know ,where exactly the railway rate pinches, 
they have no information to go upon. Thus, when it was 
pointed out that the rates on certain chemicals from Ambernath 
to the interior was higher than from Bombay to the same places, 
though the distance in the latter case was greater by 45 miles, 
the Agent of the G.I.P. Railway replied that he would have 
equalized the freights if his attention had been drawn to this 
earlier.5t But it has also to be recognized that the charac- 
teristics of the present system with its individualistic bias 
are such as to throw too large a burden on the shoulders of the 
trader. If the trader is so fortunate—considering the trouble 
one might almost say, unfortunate—as to have the market 
for his commodity distributed all over India, the problem 
of marketing depends largely on his successful negotiation 
with each individual railway concerned. The glass bangles — 
industry illustrated this aspect forcefully and has shown the 
shortcomings of the present system as it affects inter- 
railway through traffic. 





Port rates 
We may now proceed to examine the charge of special 
port rates favouring foreign trade and discriminating against 
< 


« 


čt Jndian Tariff Board Report on the Heavy Chemical Industry, p- U1. 
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usde: Though - the allegation that it has been deli- 

Bes kept up has been repeatedly repudiated, it has some- 

= how persisted. A recent reference to it is found in the Report 

i of the Public Accounts Committee for 1933-4 in which they 
de i" ha ag 

ete 





K the Railway Board to examine if there was any basis 

for ‘ the allegation generally made that the rates of freight at 
as present charged operate in such a way as to help the expert 
of raw materials and the import of foreign manufactured 
goods to the detriment of Indian industries.’ 

As the Acworth Committee pointed out, the practice of 
lower scales of rates on exports and imports exists all the world 
over, and railways are compelled to adopt them on account of 
the stress of competition in international trade. The complexity 
of conditions here, created by the sea freights and the competi- 
tion of routes and producers, necessitate adjustments of rates to 
enable local producers to meet them successfully. But as regards 
import rates one has to consider whether they are likely to bring 
about competition to the detriment of the domestic industry. 


Port rates may be the result of one of two conditions : 
the competition of alternative sea or other routes compelling 
railways to protect their own traffic by specially depressing 
their rates to- the level of the competing routes; or the deli- 
berate adoption of lower scales“of rates from the ports to faci- 
litate movement of exports and imports. It is possible to 
confuse the one for the other. Thus goods from Bombay 
to Calcutta have always the option of moving by sea or by 
rail. If the railways want to retain their traffic and prevent 
it being lost to the alternative cheaper steamer route, their 
own charge for the cost of transport will have to be the same 
as that of the competitor. The rivers of Bengal have always 
influenced the rates of the Eastern Bengal and Assam Bengal 
Railways. Coastal shipping and the opening of new ports 
such as Vizagapatam and the Kathiawar ports exert a pressure 
in the same direction. Special rates have to be quoted to meet 
the different conditions presented by them. 


+- 
Publie Accounts Committee Report 1934-5, Vol. 1, Part Il, Railways, p. 50. 





FREIGHT RATES AND INDUSTRIAL DEVELOPMENT 261 


While the need for special rates will be readily conceded 
in such cases, the fact that the existence of such rates is likely 
to affect other rates is not so readily recognized. Thus cotton, 
classified in the 4th class, at 0°62 pie per maund per mile, 
moving from Navsari to Howrah, a distance of 1,168 miles, 
should normally be charged Rs. 3-13-8 per maund. Similarly 
cotton from Broach to Howrah, a distance of 1,191 miles, 
should also be charged at class rates and this would amount 
to Rs. 3-14-10. At these ratés, however, the traffic would 
not move. The cotton merchant at both these points knows 
that the traffic from Bombay to Howrah bears a lower rate. 
He also knows that he could send the goods by sea. Even 
if the latter alternative was not available, he could send his 
goods to Bombay and re-booking it from thence to Howrah 
would cost him much less than sending his goods direct. In 

- order to prevent such unnecessary movement of goods the 
railways concerned, therefore, had to quote a special rate of 
Rs. 2-1-9 from Navsari and Rs. 2-4-7 from Broach, rates at 

which the traffic moved and re-booking or diversion was pre- 
vented. Taking now the rates for cotton to -Cawnpore which 
is 337 miles less than Navsari-Howrah and 430 miles less than 
Broach—Howrah, it was found that they were higher. The rates 
to Cawnpore were Re. 0-6-5 higher from Navsari and Re. 0-0-9 
higher from Broach. Similarly piecegoods from Bombay to 
Howrah, a distance of 1,221 miles, were rated Re. 1-1-0 per 
maund, while consignments from Bombay to Nagpur, a dis- 
tance of only 518 miles, were charged Rs. 2-2-11 per maund. 
If the normal class rates were charged on piecegoods sent 
from Bombay, the entire traffic would be carried by sea, and 
the railways might have logic on their side, but they would 
lose revenue. It is easy to argue from instances ef this kind - 
that rates are specially lowered to favour the ports and kept 
high to the disadvantage of Indian industries. It is not rea- 
lized that such differentiated rates are frequently the con- 
sequence, not the cause: they are more often the result of 
competitive conditions which the railways, whether they like 
or not, are compelled to meet in their own interest. One 











crefore, quote Ripley. with justice : Tt is — alleged 
b | s do not make rates at all, their energies — 
=e * fortent to the analysis of those circumstances by which rates 
_ afe made for them.’ — 
These specially lowered rates have to be distinguished from 
-those quoted to assist traders in getting their commodities 
. placed in world markets in competition with other producing 
centres. Specially lowered rates are given, for example, for 
the export of manganese ore from the Central Provinces to 
the ports of Bombay, Calcutta and Vizagapatam and on chrome 
ore from Baluchistan to Karachi, ete. The special rebate 
of 25 per cent of the railway freight on the North Western 
Railway for wheat carried to Karachi for export to ports west 
of Aden is another instance of the same kind. 

Turning now to the class of cases where rates have operated 
against the interest of Indian industries, it is found that there 
have certainly been instances of the kind during recent years. 
In connexion with the enquiry into the rates on cotton, the 
Railway Rates Advisory Committee stated : 

‘It seems also desirable, if possible, to obviate the criticism that the Indian 
system of rate-making is such as to enable the foreign manufacturer, 
no doubt enjoying the advantage of a cheap sea route, but nevertheless 
thousands of miles away, to import cotton from India to his shores cheaper 
than the Indian millowner in Howrah. The total freight to Japan from 

Lyallpur works out to be Rs. 2-14-1 as against Rs. 3-11-1, the current 

rate to Howrah via Saharanpur. The position is nearly the same with 

regard to many European countries using Indian cotton,’*® 


— 


In the case of transport of chemicats from Ambernath to other 
places, the Agent of the G.I.P. Railway was prepared to equalize 
the rates with those from Bombay. But equalization, argued 
the Indian Tariff Board, 


' does not... meet the objection in principle that the indigenous industry is 
deprived of its geographical advantage and the foreign industry is given 
to that extent a preference over the indigenous industry. We do not deny 
- that such inequalities of rates may admit of justification, if considered purely 


i3 oes R.R.A.C. Case IV, Kesoram Cotton Mille & Four Others v. The N.W. and EJ. 
ae Railways, Report, p. T. —— 
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from the point of view. of railway economics, but in certain directions it 
is essential that considerations of railway finance should be subordi- 
nated to the interests of the country as a whole,’ 


To observe how the differential port rates operated, consider 
the Sholapur Mills case which came up for investigation in 
1929. The Sholapur Cotton Mills found that the railway 
freight rates on yarn and _ piecegoosls booked from Sholapur 
to Delhi and Amritsar were heavier relatively to the distance 
than the freight rates from Bombay and Madras. The dis- 
tances from these places to Delhi and Sholapur and the rates 
charged were as follows: 


To Delhi To Amritsar 
From stations 
Miles Rs. as. p. Miles Rs. as. p- 
Sholapur 1,058 4 0 7 1,336 4 5 1 
Bombay via G.I.P. 957 210 3 1,235 3 8 2 
Madras via B.B.&C.T. 1,569 4 0 0 1.847 4 4 8 


As compared with the rates from Madras the Sholapur rates _ 


were higher although the distances from Madras stood about 
50 per cent more. But the alternative sea route from Madras 
to Karachi and thence to the Punjab, being cheaper, com- 
pelled a reduction of the through rates to the level of the sea 
freights. It was also found that the reductions were no greater 
than were needed for the purpose. Here the lower rates from 
the port of Madras could not be helped, as otherwise the entire 
traffic would have gone by sea. The Bombay rates to Delhi 
and Amritsar were very much cheaper, although the distance 
was only 100 miles less. Bombay, enjoying the position of 
a producing centre and the largest importing port for piece-goods 
and yarn, could, with the comparatively lower level of rates, 
easily undersell Sholapur goods in Upper India markets. As 
the incidence of freight was on the traders, it was to their 
interest to import their supplies from Bombay instead of from 
Sholapur. It was, therefore, a matter of legitimate grievance 
for the Sholapur industry that it should find, despite its favour- 
able geographical position, that its products could be under- 


Indian Tariff Board Report on the Heavy Chemical Industry, 1929, p: 91, 


ar 






+. rA i p à - 
. * pa 
A -a f 
—BR—P a 
i USA — ‘ : 4 
va < = ù E à 
CENTRAL UBRAAY g k è 
7 è Y 







l by — of Sane and — origin. The case clearly . 
“il * ** the manner in which cheaper sea freights influenced 
railway rates and centres of production in the interior were 
a Oo inated against, thus rendering it possible even for 
fes —* imported foreign goods to compete successfully against them 
x on the mere ground of cheaper rates from the ports. On 

this reasoning, relief was afforded to the Sholapur mills, res- 
F toring the relativity of rates which allowed for their geogra- 
phical situation.’ 


f It is not necessary to labour this point. Similar cases 
may exist, but in view of poorer organisation, the industries 
and trades affected may not have succeeded in making their 
difficulties effectively heard and removed. The fact that 
large-scale industries have only been of recent growth and 
that imported manufactured goods still bulk large must have 
its influence on the rates structure. The Railway Board’s 
_examination of the question a few years ago did not ‘indicate 
that any of these rates operate to the detriment of Indian 
industries. On the contrary, a very large number of special 
rates have been quoted for Indian industries on a basis appre- 
ciably lower than those applicable from the ports, e.g., for 
sugar from the sugar producing areas, iron and steel from 
Tatanagar, ete.” 


EFFECT OF INDUSTRIALISATION ON RAILWAY RATES 


With the rapid expansion of industrial and manufacturing 
activity in the country, railways are facing rates problems 
of a fundamentally different character. Domestic production 
is gradually replacing imports of many classes of commodities 
and this is proved by the statistics of the volume of imports 
and domestic manufacture during the last twenty years, which 
disclose a pronounced decrease under the former and an equally 
pronounced increase under the latter. Imports of iron and 
steel, cloth, yarn, sugar, matches, soap, cement, cigarettes 

ȘI * “B.R.A.C. Cases XIV & XVI. Measrs. Lachhmi Sahai and Company others the Cloth 


erchanta of Delhi v. The Great Indian Peninsula Railway, Report. 
» Public Accounts Commitice Report, 1934.5, Val. I, Part II. p. 54. 
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and ttobacco—to mention a few items—record a substantial 
decline, while manufacture under these heads in India has 
advanced considerably. The economic transition to the present 
stage of home production has caught the railways also. Tariff — 
schedules based on long leads of traffic in connexion with 
raw materials moving to the ports at low rates and manu- 
factured goods bearing relatively higher freight charges from 
the ports have to be readjusted to what appears to be an op- 
posite situation. The establishment of a new industry affects 
the flow of exports by domestic utilisation of raw material 
and the imports by the substitution of the home product. 
Long leads are being displaced by short leads. 

This change has not affected the tonnage handled. In 
fact, there has been an increase on account of the transport 
of many kinds of raw materials required by industries. Thus, 
at a large paper mill, against an outward traffic of 13,000 tons 
of paper, there has been an inward traffic in the principal raw 
materials amounting to 76,000 tons distributed as follows : 


Grass, bamboo ete. 27,000 tons 

China clay and lime 5,000 ,, 
Chemicals 4000 ,, 

Coal 40,000 ,, 


But the larger tonnage arising from this traffic does not, from 
the point of view of the railways, produce anything like a 
proportionate increase in earnings."” 

There are also some instances where new industries have 
eliminated railway traffic dependent on imports. The demand 
for piece-goods in the United Provinces, which had formerly 
given rise to a long lead traffic in imported goods from Cal- 
cutta, has been met by mills in Cawnpore, Delhi, Ahmedabad 
and other centres on the G.I.P. and B.B.&C.I. Railways. 
To the extent that these mills have displaced imported piece- 
goods in the province, the long lead traffic is lost to the East 
Indian Railway. The loss in revenue in this instance was, 
however, balanced by the increased trafic in raw cotton, but 
taking the two together the East Indian carried 11,000 tons 


‘Some Aspocta of Industrial Development in India in relation to Railways’ by 
C. A. Crawford, Railway Accounts & Finance, Vol. VI, p. 81 
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sight re for the same gross revenue.*! There have also ‘been 
- instances where railways have benefited themselves sub- 
stantially from new industries, such as the B.N. and the E.I. 
| from the expansion of the iron and steel industry during 
pS the last quarter century. 

h The attempt on the part of industries to reduce unnecessary 
competition and transport costs by regionalising production 
and marketing is also operating in the same direction. As 
shown by the cement merger and the sugar syndicate, the 
tendency is likely to be more towards the products of a factory 
being sold in markets adjacent to it. Such market zones 
exercise a restrictive influence on the traffic flowing from, or 
to, areas outside such zones and thus cause shorter leads, 
and these developments naturally react on both the traffic 
and revenues of railways. 

The direct financial advantages from industrial develop- 
ment may not appear to be as great as the transportation 
involved in the shorter leads and increased tonnage would 
seem to justify. But there are many indirect gains to the 
railways to be taken into account. The ‘development of a 
locality where a new industry is established always creates 
new traffic by increasing the population and their purchasing 
power, and through the growth of other industries and sub- 
sidiary trades. Traffic in machinery, building materials, raw 
materials for industry, consumers’ goods, etc., is bound to go 
up. Dehri-on-Sone, for instance, which had a traffic in eloth 
amounting to 240,000 lbs accounted for close on 1:5 million 
Ibs in five years; during the same period passenger traffic 
increased from 74,000 to 132,000, and revenue from Ks. 75,000 to 
Rs. 110,000. All these results were attributable to the establish- 
ment of a large sugar mill, a cement factory, and a paper mill." 


CONCLUSION 


d 
We may now summarize the conclusions to be drawn from 
the discussion of the present system of railway rates attempted 


"| Railway Accounts d Finance, Vol, VI, p. 81. 
*? Ibid, 
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in this chapter. From 1922 onwards changes were introduced — 
from time to time in the rates structure to bring it into greater 
conformity with the economic needs of the’ country. While 
the defects in regard*to classification and complaints of un- 
reasonableness and undue preference as to individual rates 
sought to be remedied by the revised 1936 classification and 
through the investigations of the Railway Rates Advisory 
Committee, other defects inherent in the present system have 
been left altogether untouched. Thus, the maximum-mini- 
mum feature of the classification, entirely unsuited to present- 
day requirements and permitting too wide a discretion to the 
railways in fixing rates, still continues. The basis of the 
risk rates, arbitrary in character and anomalous in practice, 
calls for justification of their retention. The unduly indivi- 
dualistic attitude of railway administrations which had given 
rise to numerous schedules and complexity of rates, still stands 
in the way of uniformity of practice and the grant of continuous 
milage rates. The principle underlying the imposition of 
terminal charges is in urgent need of clarification. The 
combined effect of all these defects has been to produce in 
the minds of the trading community a feeling of helplessness. 
These shortcomings undoubtedly clog the wheels of the rail 
transport machine. Even more important from the long 
range point of view is the adoption of a rates policy harmonising 
with the present economic needs of the country. That it 
has been out of-tune with the demands of the growing indus- 
tries has been abundantly proved by the views expressed by 
authoritative committees. 

The maladjustment of the rate level and the price level 
called for ‘correction in the thirties. To the extent that prices 
have moved up under the stimulus of the war economy,’ 
the burden of railway rates might have been decreased. What- 
ever relief the continuance of a higher level of prices after the war 
may yield to traders, they are not likely to resolve the difti- 
culties referred to above. A revision of the entire system 
and a rationalisation of the procedure are imperative if Indian 
railways are to serve the interests of trade and industry of 
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foe > country satisfactorily. The fact that our economic or- 


ation is still i in process of development suggests the need, 


v — a greater degree of flexibility and _Tesponsiveness on the 


‘of the rates system than might appear to be the case in 
—— Britain or the United States. 

The drift seems to be in the direction of a demand for an ad- 
justment of the rate level. The uneven character of the decline 
in the price level in the thirties resulted in considerable differ- 
ences in the cost of transportation to different industries. The 
case for a revision of railway rates was strong, but it was resisted 
on the ground that a reduction in rates would have had 
an adverse effect on railway revenues. If railways are to carry 
on their work of transportation efficiently, their financial 
condition should be sound. Im the last resort the fare and 
freight rate levels ought ‘to be such as to yield the railways 
a gross income sufficient to cover their working expenses and 


other fixed charges. The rate level is, therefore, conditioned . 


by the levels of working expenditure. The steady increase in 
the cost of railway working has already been referred to. “We 
shall now proceed to a more detailed study of the ‘principal 
factors which contributed to it. 


™ Chapter LIT supra, 
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CHAPTER VII 
RAILWAY EXPENDITURE: OPERATING EXPENSES 


Principal heads of railway expenditure, the “Abstracts” and “Minor heads’, 
270. Relative importance of departmental expenditure, 272. 

Expenditure on general administration. Abnormal increase during 1924-30, 
and the persistence of high levels during the depression, 274. 
Administrative expenditure -under the different abstracts, 275. The 
trend on State and company lines, 277. The divisional system, 279. 
Cost of audit and accounts, 282. The Retrenchment Sub-Committee's 
criticism, 287, 

Expenditure on ordinary repairs and maintenance, 289. Decrease during 
the depression, 290. Distribution of expenditure under the abstracts, 
200. Net expenditure under way and works, 204. Net expenditure on 
rolling-stock, 295. Economies in ordinary repairs and maintenance 
during the depression, 296. Effect of postponement of essential ex- 
penditure, 297. . 

Expenditure on operation, 299. Rise of expenditure during 1924-30, and 
decrease since 1930, 300. Cost of staff, 303. Room for economy, 306. 
Fuel, 306. Steady decrease in expenditure throughout owing to lower 
costs and fuel economy, 307. Freight and handling charges, 308. 

Conclusion. Effect of post-war capital schemes, 308. Differences in the 
record of State and company railways, 310. Doubts as to the commercial 
character of railway working under the separation, 311. „Effect on com- 
pany-managed railways; need for change in policy, $12. 


WHILe discussing the financial status of Indian railways, it 
was stated that working expenditure had increased consider- 
ably after the last war. This, as we have already seen, 
was one of the principal reasons why Indian railways were 
unable to balance their budgets during the depression. On 
the cost of operation depends the entire basis of the pricing 
of rail transport. The upward trend of railway expenditure 
and its inelasticity during recent years were referred to in 
the previous chapters. We may now proceed to examine in 
greater detail the subject of railway expenditure with a view 
to ascertaining the character and direction of the increase 
during the post-separation period. As a study of railway 
expenditure pre-supposes a knowledge of the structure of 
railway accounts, we may refer briefly to the present account- 
ing classification. 
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Working expenditure is broadly divided into eight different 
Eii These heads, called ‘Abstracts’, are : 


Expenses of the general departments 
Miscellaneous expenses 
Expenses of the electrical department." 


7 pe of structural works f 
Wc B Maintenance and supply of locomotive power 
ge C Maintenance of carriage and wagon stock 
re D Maintenance and working of ferry steamers and harbours 
cc _E Expenses of the traffic department 
4 F 
G 
H 


_ Baeh of these abstracts is further divided into four divisions, 
though all of these do not find a place in each abstract. These 
sub-divisions, called “Minor heads’, are : - 


I General administration 
IE Ordinary repairs and maintenance 
IM Operation 
IV Renewals and replacements, or depreciation, : 


This classification forms the essential framework of railway 
accounts on the State-owned railways. 


The statistics of railway expenditure by abstracts as at 
present compiled refer to the Class I railways and slightly 
enlarge the scope of the railways dealt with. The accounts 


of the worked lines are also included in the statistics of the | 


Class I railways, but this does not affect the main conclusions 
as they form only a small part of the total. In interpreting 
the statistics of the period, attention must be paid to the 
changes made from time to time in the methods of railway 
accounting. Some of these changes were not material, as 
they related only to less important details. There were, 
however, others which affected the constituent elements of 
certain minor heads and even abstracts. Such, for instance, 
was the decision in 1930 to adjust ‘hire charges and other 
railway payments’, amounting on the whole to a credit figure, 
in reduction of expenditure instead of taking them, as pre- 


1 Prior to the revised classification adopted in 1934-5, oloctrical expenditure used 
“to be presented under Abstract Ca, 


_ 
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viously, as miscellaneous earnings.* Another instance is the 
case of ‘house rent to staff’, which was formerly debited to 
Abstract G, and with effect from 1931-2 distributed among 
the individual abstracts. Rent recovered from staff quarters 
built in connexion with large open line works was classified 
as earnings instead of being credited to capital.* Similarly, 
charges on account of wages of drivers, cost of fuel and other 
expenses in connexion with rail motors have been classified 
under Abstract C instead of Abstract B. Much more serious 
has been the effect of the change in the accounting of the 
credits from released materials from works. Prior to 1932-3 
these credits, whether resulting from repairs or renewals and 
‘replacements, were taken in reduction of working expenses, 
but since that year only credits in connexion with repairs and 
maintenance operations were taken as such and the balance 
was included in the net receipts. From 1936-7 onwards, 
these credits are taken in reduction of expenditure met from 
the depreciation fund. The extent to which the comparability 
of figures has been vitiated will be clear from the fact that For 
proper comparison with the earlier years a sum of Rs. 119 lakhs 
should be deducted from the working expenses in each of the 
years 1932-4, Rs. 90 lakhs in 1934-5, and Rs. 110 lakhs in 1935-6. 


* Railway Audit Report (on the Appropriation Accounts of Railways) 1929-30, p. 14. The 
Director of Railway Audit commenting on these orders observed : “These orders, having 
been issued after the railway demands had been granted on the understanding that the old 
classification would remain in foree, had the effect of putting additional sums at the 
disposal of spending authorities beyond the amounts which, it must be assumed, the 
Assembly considered as appropriate.’ 

3 Financial Commissioner's Review, 1931-2, p. 53. 

Other instances of the same type vitiating the comparability of the accounts under 
_ similar heads may be mentioned. Miscellaneous receipts of the publicity departments of 
the different railways previously taken in reduction of expenditure were with effect from 
1933-4 accounted for as ‘Sundry earnings’. Again, recoveries from company-managed 
railways on account of Government supervision, audit and control, previously taken 
in reduction of exponditure under ‘12. Miscellanoous railway expenditure are booked 
since 1934-5 under ‘XII. Miscellaneous railway receipts’. The cost of renewals of com- 
plete units of work, which do not involve any betterment, is with effect from the samo 
year be booked undor “Renewal and replacement’ in the case of the company-worked 
railways instead of under ‘Repairs and maintenance’. Half monthly payments under 
the Workmen's Compensation Act during tho absence on leave of an employee temporarily 
disabled in the performance of his duties are now being debited to Abstract G, Miscel- 
lancous instead of the head to which the pay was debited. Charges for in- 
spection of stores levied by the Indian Stores Department were, prior to 1934-5, 
separately debited to working exponses under Abstract G; thoy are now being 
included in the cost of stores. For other instances see the Railway Audit 
Reports on the Appropriation Accounts for each year, Financial Commissioner's 
Reviews, 1030-5, and Chief Commissioner's Reviews for 1935-6 and later 
years, 
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67-04 c crores for all Class I aya or 21 per cent of the total: 
The cost of Abstract B, Maintenance and supply of locomotive 
power, amounted to Rs. 23°32 crores, or 35 per cent, the highest 
of all the abstracts. Expenditure under the other abstracts 
was as follows: Abstract C, Maintenance of carriage and 
wagon stock, Rs. 9°69 crores, or l4 per cent; Abstract E, 
Expenses of the traffic department, Rs. 11°75 crores or 18 per 
cent; Abstract F, Expenses of the general departments, Rs. 
4:65 crores, or 7 per cent; and Abstraet G, Miscellaneous 
expenses, Rs. 2°74 crores, or 4 per cent. Abstract Ca, Electric 
- service department, and Abstract D, Maintenance and working 
of ferry steamers and harbours, are comparatively small items. 
TABLE 65. WORKING EXPENDITURE BY ABSTRACTS* 

(Crass I RAILWAYS) 

(In lakhs of Res.) 

Year Abs. A Abs. B Abs. C — Ca ane D Abs. E Abs. F Abs. G — n fat gn 


` 


1923-4 13.62 23,44 5.54 10,55 4.03 4,98 

1924-5 14,37 23,32 9,69 * i 11.75: 4,65 2.74 3 aoa 
1925-6. 14,32 23.23 9,53 9 45 11,57 4,95 e o ee ae 68,73 
1926-7 14,16 21,86 9,85 21 44 11,39 5,06 4.23 * 67,28 
1927-8 16.00 21,95 9,90 60 45 11,56 5,03 4,25 * 60,84 
1928-9 16.24 22,14 0,57 83 45 12,03 5,12 4.73 e 71,18 
1929.30 17.21 23,19 9,83 1.30 6i 11,90 5,34 4,36 ay 73,82 
1930-1 15.95 22,35 0.00 1.35 46 12.16 5.50 4.57 $ 72,00 
1031-2 14.36 19,59 8,49 1.37 40 11,05 5,21 4,63 i 65,14 
1932733 14.86 18,63 8,19 1.35 40 10,59 4,58 4,71 ats 63,6 
1933-4 15,32 18,52 8.37 1,40 40 10.77 4,98 4,55 64,3 
1934-5 16,00 18,72 0,07 1.41 40- 10,84 4,98 4,51 65,04 
1935-0 9,29 17,26 0.45 1,18 35 11,09 5.07 4,50 il, 19 66,37 
1936-7 8.52 17,32 - 6,00 116 34 11,26 5.05 4.44 13,38 07,47 


* Railway Board's Reports, Vol. U, 


No great changes are to be noticed in tho relative importance 
of the abstracts during the next six years. In 1929-30, ex- 
penditure under Abstract B was still the largest item- and 
amounted to 31 per cent. The Gost of structural works increased 
by 2 per cent of the total. There were also slight increases 


is under Abstracts C, Ca, F and G. The position remained 
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generally the same in 1934-5, except for minor variation; in 
some of the abstracts.* 

The expenditure under each abstract can only denote 
whether there was an increase or decrease. It is impossible 


to say from a review of these figures, for instance, whether 


the decrease during the depression was due to real economy, 
or merely to a reduction caused by postponement of non- 
essential expenditure. The total under each abstract tells 
us little as to whether cost has gone up or down under general 
administration, ordinary repairs and maintenance, operation, 
fuel or depreciation unless one pursues the detailed statistics of 
these heads under each abstract. It is thus difficult to ascertain 
the direction and extent of the increase or decreaso in the 
cost of operation without a closer examination. For purposes 
of the present survey, it seems best to take railway expendi- 
ture under the different abstracts as grouped under the minor 
heads, and thus cut across the departmental classification. 
This does not, of course, prevent a reference to the distri- 
bution of the total expenditure under each minor head into 
the different abstracts concerned. The present grouping will 
be understood from the following chart. 


Total working expenditure 


* — 
Ordinary working Depreciation 
expenditure | | 
Abstracts A-E 
Minor heads s 
ae Lo er aa E . 
General * Ordinary repairs Operation Operation 
administration and maintenance exe: fuel fuel 
Abstracts A-G Abstracts A-F Abstracts B-E & G Abstracts B-D 


Of the four minor heads, the first three, namely, general 
administration, ordinary repairs and maintenance, and opera- 
4 Tho statistics for subsoquent years aro not comparable because of the decision to 


show deprociation separately instead of including it, as previously, in the totals of each 
abstrac ⸗ 


35—1514B 





GENERAL ADMINISTRATION | Í 


' The cost of general administration covers a substantial 
portion of the total working expenses of the Indian State- 
owned railways. General administration is taken in a broad 


sense, and includes: establishment charges of the central 


- and divisional headquarters offices; expenditure incurred for 


direction and personnel; cost of the Agent’s and/or General 
Manager's office; cost of various general departments such 
as the accounts, cash and pay, medical, and watch and ward 
departments; rates and taxes; law charges; passages to 
England; leave salary paid in England ; compensation ; 
cost of railway training schools; staff welfare services; ex- 
penditure of the Director of Wagon Interchange and of the 
Indian Railway Conference Association ; cost of London boards 
(of the company-managed railways) ; share of the Secretary of 
State’s general charges, etc. Apart from the expenditure 
booked under Abstracts F and G, a certain amount is also 
entered under each of the remaining abstracts. 

The total cost of general administration in 1924-5 amounted 
to Rs. 12°33 crores, or 20 per cent of the total, and 24 per cent - 
of the ordinary, working expenditure. The trend of adminis- 
trative expenditure during succeeding years is, as shown in 
Table 66, one of pronounced increase. Thus, as compared with 
that in 1924-5, the cost of general administration in 1929-30 
stood at Rs. 14°40 crores, or 17 per cent higher, and in 1930-1 
at Rs. 14°89 crores, or 21 per cent higher, representing the 
top-most level reached* during the period 1924-36. As the 
salary cut imposed in 1931-2 upset a fair comparison, it 
may be ignored in order to ascertain the extent of permanent 
economy secured through the measures adopted during 1931-6. 
The percentages of administrative expenditure thus considered 
decreased from 121 to 119 in 1932-3. During the next three 
years there was a slight recession to 115. These figures indicate 
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that the cost of general administration remained at a higher 
level throughout the period of the depression. 


TABLE 66. COST OF GENERAL ADMINISTRATION ON INDIAN 
STATE-OWNED RAILWAYS* 


(COMMERCIAL & STRATEGIC) 


(Rs. in crores) 


Year Rs. m, of 1924-5 Year Rs. %5 of 1924-5 
1924-5 12°33 100 1930-1 14:89 121 
1925-6 12-77 104 1931-2 14-66 119 
1926-7 13°06 106 1932-3 14°46 117 
1927-8 _ 13°44 109 1933-4 14°33 116 
1928-9 14°19 115 1934-5 14°24 115 
1929-30 14°40, 117 1935-6 14-22 115 


* The figures for 1924-32 are taken from the Erplanatory Memorandum to Railway 
Budget. Tho figures for 1932-5 are taken from the Financial Commissioner's Reviews and 
allow for the accounting changes to include the same items asin the earlier figures. The 
corresponding figures after allowing for the salary cuts and according to the accounting 
system in force are: 1932-3 Rs. 12°59 crores; and 1933-4 Rs. 1243 crores. The 
total for 1935-6 is compiled from the final accounts. 


The trends of expenditure on general administration on 
the different railways, shown in Figure V, indicate a general 
increase on most of the railway systems. There was a steady 
rise in the cost of administration till 1931-2. During 1932-3, 
a reduction—due partly to the transfer of provident fund 
contributions to another minor head—-was seen on all rail- 
ways, but from the next year onwards, the earlier levels were 
not only regained, but even exceeded in a few instances. 

The state-managed railways presented on the whole a better 
picture. The G.I.P. remained near about the basic level, 
and the E.I. had an increase of 15 per cent by 1931-2, after 
which it tended to be lower. Administrative expenditure 
on the remaining lines stood 10 to 30 per cent higher 
than in 1924-5. The company-managed railways disclosed 
similar trends but larger increases. The B.B.&C.1. and M.&S.M. 
had the most satisfactory records, the other systems showing 
increases ranging from 30 to 40 per cent, and, since 1954, 
touching higher levels than in 1929-30 itself. 

The trends of expenditure on general administration on 
the principal State-owned railways under the different 
abstracts during 1924-36 are also shown in Figure V. The 



















V. COST OF GENERAL ADMINISTRATION 1924-36. 
| (STATE-OWNED RAILWAYS) 
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expenditure incurred under the different abstracts is not uniform 
and that booked under Abstracts F and G accounted for 60 
per cent of the total. Administrative expenditure on the 
five state-managed and five company-managed railways was 
distributed for the year 1924-5 as follows : 


‘Abstract Rs. in lakhs %, of total Abstract Ks, in lakhs 9%% of total 


A 1,89 16 E 1,21 10 
B 1,19 10 F 3,80 32 
C 48 4 G + 3,26 28 


There was a substantial increase in administrative ex- 
penditure under all the abstracts. The rise in expenditure 
started generally during 1925-7 on state-managed railways 
and a year or two later, 1927-9, on company-managed rail- 
ways, the peak being reached in 1930-1. As shown by the 
total figures, the decrease lasted till 1932-3, after which cost 
again increased. The record of the company-managed lines 
under Abstracts A, B, C, E and F ® provides a striking contrast 
to that of the state-managed lines. While the cost of ad- 
ministration in the depression period tended to remain lower 
than that in 1929-30 on the-.latter, the trend was markedly 
different on the former. In a good many instances the cost 
was raised to levels higher than in 1929-30, even at the end 
of six years of economy and retrenchment. The adminis- 
trative expenditure under Abstract C provided an extreme case 
of this increase for both the groups. The record of individual 


railways for the pre-depression and depression periods may be 


seen from the six-year averages summarized in Table 67. 
It is interesting to summarize the position revealed by the 
trend of administrative expenditure on the five state-managed 


5 Abstract A represents the salaries of the chief engineers, deputy chief engineers, assis. 
tant engineers, subordinate supervisory staff and office staff Abstract B includes the 


‘salaries of the locomotive, deputy locomotive, district locomotive, and assistant loco- 


motive superintendents, works managers, subordinate supervisory staff such as the 
foreman, inspectors, etc., and the office staff. The administrative expenditure under 
Abstract C is similar to that undor Abstract B. Under Abstract E are included the salaries 
of traffic managers. deputies, assistants, subordinate supervisory staff and office staff. 
Abstract F shows the © POT Sas of all goneral departroents, such as the Agent's Office, ac- 
counta and awlit, stores, cash and pay, London boards of Company-managed railways, ete. 
Abstract G presents miscellancous expenses, such as law charges, rents of buildings, and 
land, cte., rates and taxes, contribution to provident institutions, gratuities, compensa- 
tion, educational grants, health and welfare services, publicity expenses, fire protection 
of railway property, cte. 
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MANAGED RAILWAYS* ` 


(Rs. in thousands) 


| State- managed — — 
AaB 1924-30 apc Ine. or 
: Average Average dee. 
Railways Rs. r y o% Railways 
Abstract A 
Burma 9,11 130 141 +11 A.B. 
E.B. 18,83 86 70 = 7 B.N. 
EBI. 35,07 103 102 — | B.B.&C.l 
G.1.P. 25,81 118 111 — 7 B.&N.W.T 
W. 31,12 117 137 +20 M&S. 
SI 
Abstract B 
Burma 6,14 116 135 +190 A.B. 
E.B. 7.01 121 134 +13 B.N. 
EIL. 25.41 110 123 +13 B.B.&C.I 
GLP. 16,24 113 110 — 3 B.&N.W. 
N.W. 17,16 114 [37 +13 M.&5.M 
S.L 
Abstract t G 
Burma 2.37 110 135 +19 A.B. 
E.B. 4.06 116 127 +—Ji B.N. 
EI. 8,58 114 138 +24 B.B.&C.I. 
aLr. 6.70 116 131 +15 B.&N.W 
N.W. 85,03 115 143 +25 M.&5.M. 
s.r 
Abstract E 
Burma §,22 125 125 irs ALB. 
E.B. 11,42 105 on = 7 BN. 
B.I. 29,48 10I SS =13 B.B.&C.l. 
GLP 16,08 Lil 109 — 2 B&N.W. 
N.W. 19,17 105 109 + 4 M.&5.M. 
S.I. 
Abstract F 
Burma 18.97 105 Rg —1i7 A.B. 
E.B. 27,81 1909 109 ss B.N. 
E.I. 69,70 102 16 — 6 B.B.&C.l1. 
G.LP. 49,80 102 104 + 2 B.&N.W. 
N.W. 66,30 110 119 J M.&5.M. 
S.L 
Abstract G 
Burma 12,26 123 126 4+ 93: A.B; 
B.B, 22,04 123 118 — 5 B.N, 
E.l = yi a8 ! 05 1 o3 = 2 B .B ÈC. ! = 
G.LP. 67,00 83 72 —li B.&N.W. 
N.W. 46,68 119 116 — A M.&8.M. 
38— 
Soutso Railway Board's Reports, Vol, IT, 1924-36. 
+ The ——— of the B.&N.W. are included only 
- company, A3 hed from the company-n 


1924-5 Average Average dec. 
Rs. % % % 

5,506 103 105 + 3 
18.47 113 128 +15 
20,71 106 IOG ös 

5.27 109 115 + 6 
13,04 107 123 +16 
10,73 116 . 445 + 30 

2.30 119 128 9 
11,59 113 131 +18 
16,21 106 100 — & 

2,45 116 128 4-12 

0.74 109 113 -4 4 

6,74 106 123 +17 

s4 128 145 +17 

3.06 115 140 + 28 

6.71 108 120 + 12 

93 115 126 +11 
3,61 109 11s 4+ 9 
2,61 109 128 +19 

* 

2,11 112 124 +12 
12,24 108 110 + 2 
13,11 100 iol = 6 

3,81 115 131 4- 16 

4,42 117 137 + 20 

9,00 109 i14 + 5 
32,84 117 126 + 0 
53,81 101 09 -— 2 
11.57 103 117 -$ 14 
30,19 106 1h + 5 
20,51 112 134 +22 

4.75 131 138 + 7 
27.54 118 126 + 8 
38.50 109 103 — 6 

5,78 90 112 +16 
22,82 LOS 101 — 7 
15,45 142 120 —22 


1924.30 1930-6 Inc. or 


: aniwa mxraNDitune : opmearata. , EXPENSES 


— -YEAR AVERAGES OF ADMINISTRATIVE EXPENDITURE 
ABSTRACTS A-G ON STATE-MANAGED AND COMPANY- 


1924-5= 100 
Company-managed 


for —— of comparison with a 
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and five company-managed railways. The group average 
percentages for the different abstracts stated below indicate that 
a substantial increase in expenditure persisted on the state- 
managed lines during 1930-6 under Abstracts A, B and C, 
while a decrease is shown under Abstracts E, F and G. The 
company-managed lines record an increase in expenditure under 
all the abstracts excepting G. Effectiveness of financial control 
on the state-managed lines is again confirmed by these figures. 
The average for the company-managed lines would have been 
still higher but for the inclusion of the B.B.&C.1.’s figures 
which, as may be seen from Table 67, were lower under almost 
all the abstracts excepting ©. A 
TABLE 68. EXPENDITURE ON GENERAL ADMINISTRATION ON 
STATE-MANAGED AND COMPANY-MANAGED RAILWAYS 
(1924-5 = 100) 


State-managed railways Company-managed railways á 


1924-30 1930-6 Ine. or dee. 1924-30 1930-6 Inc. or dee. 
Abstracts Average Average Average “Average 
A 110:8 1140 + 32 108-8 121-6 + 128 
B 1148 1258 4110 1106 119:0 + 84 
C 115-4 134-8 + 19°4 113:8 130:2 + 164 
E 109-4 105-8 — 36 109-8 115:2 + 54 
EF 107-4 103-2 -- 42 109-0 116:8 + T78 
G 110:6 1070 — 36 121-6 117-6 - 40) 


A statistical analysis has its limitations, and the character 
of tho increase in administrative expenditure may be illus- 
trated by a reference to certain changes in organization in- 
troduced during the pre-depression period. 


DIVISIONAL SYSTEM 


One of the early changes in organization was the introduction 
of the divisional system in place of the departmental system. 
Following the British practice, Indian railways adopted from 
the beginning the departmental form of organization. The 
departmental system encourages loyalties on the basis of 
departmental chiefs but, in the case of the larger railways, 


it is considered to be 
which seeks to sub-divide 


inferior to the 


responsibility 


on 


divisional 
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system, 


territorial 
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basis. On smaller railways the departmental system worked 
efficiently enough. But some systems traversed areas almost as 
large as Great Britain, and proposals were put forward to reduce 
the size of the administrative units of the larger railways by 





4 
f 
4 
J 
no 


* divisions. The divisional organization was first introduced 
in 1922 on the G.I.P., but only as a half-way measure. While 


the operating organization was divisionalized, the engineering 
and commercial: departments were left untouched. That posi- 
tion continues on that railway even today. On 1 October 
1924, the N.W. effected a comprehensive reorganization on 
the divisional principle. When the E.I. passed under state 
management and amalgamated with the O.&R. in 1925, a 
program of divisionalization was carried out on lines similar 
to that adopted on the N.W., embracing all spheres of open’ 
line operation, traffic, commercial, civil engineering, ete. 


Several advantages were expected from the divisional 
system. They were, briefly, the elimination of water-tight 
compartments which resulted under the departmental system ; 
a reduction in the number of outlying units of the adminis- 
tration and in the number of inter-departmental references 
and correspondence; better distribution of work and re- 
sponsibility ; decentralization of the executive work of the 
railways in all its details, including staff organization, control 
being retained at headquarters in regard to matters of policy 
only; better adaptation of the administrative organization 


* ‘Amongst the advantages of such a [divisional] systom are the prevention of a local 
interdepartmental dispute reaching very far up the organization, although this is only in 
part avoided because the divisional officer has not often «ufficient engineering qualifications 
to permit him to undertake the engineering responsibility for his division; it does, how- 
ever, prevent friction between the operating and commercial departments. Undivided 
responsibility assists considerably e nt operating, and blame for inefficiency cannot 
be passed backward and forward between various departments, The divisional vatem 
tends also to give officers a better all-round training, although it often necessitates a tech- 
nical assistant reporting to a non-technical chief. One of its greatest advantages is tho 
greater choine it gives of officers skilled to undertake the position of General Manager, 
mon in each case who are conversant with tho problems of many departmomta, It is 
popularly supposed that the divisional organization is a more expensive ono in the number 
of higher — officers than the departmental.. .. The greater efficiency obtained 
and the effeet of decentralization upon personal touch with tracers’ organiza tions and 

blio opinion generally in the case of railways traversing large areas of territory, pro- 

mbly offset this greater expense by inducing additional traffic, and, consequently, revenue. 
In theee days of — here ri by road carriers whose strength lies in their pona to 
keep in touch with local opinion, such decentralization as is obtained by a divisional 
tion probably just tips the scales in favour of this form of organization.’—C. E. R. 
Sherrington, Economics of Rail Transport in Great Britain, Vol, TI, 1937, p. 19, 
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to adjust the provision of transport facilities on a regional 
basis; and the release of the principal officers at headquarters 
from matters of detail and routine work to more constructive 
activities and important matters. To-.attain these ends the 
N.W. Railway’? was divided into seven divisions; the E.I. 
into six; and the G.I.P.8 into six. These changes were confined 
only to the state-managed railways. Of the remaining state- 
managed lines, the E.B., continued to function on the de- 
partmental system, but the headquarters office was reorganized 
on the model of the N.W. Railway. á 

Against the advantages claimed for the divisional system 
by its advocates must be set the criticisms about the additional 
expenditure involved and the illusory character of the gains 
expected. The Railway Retrenchment Sub-Committee exa- 
mining the problem stated that ‘the advocates of the divisional 
system are inclined to claim too much for it.’ While such 
a claim could neither be disproved nor actually proved, they 
felt strongly that the ‘divisional organization has not always 
resulted in the decrease in direct costs that might have 
been expected of it.’ With a senior experienced officer acting 
as a sort of semi-Agent and taking full responsibility for his 
division, there should have been a corresponding reduction 
in the headquarters organization. That this was not realized 
is clear from the sub-committee’s reference to the North- 
Western Railway on which they found ‘considerable scope for 
reduction at headquarters if the present divisional organization 
should remain and be a success.” 

The hybrid system on the G.I.P. has little to commend 
it, and the Retrenchment Sub-Committee found in it ‘a grave 
‘risk of friction with consequent loss of efficiency.’ The dupli- 
cation of work and staff that it produced could only be eliminated 
by a reversion to the departmental system or a complete 
divisionalization. That the divisional system encouraged an 
increase in the number of officers is clear. But this might be 


1 Before the last war tho creation of two systems out of the N.W. was tentatively 


considered. Text 
*On this railway six transportation civisions were created, 
* Railway Retrenchment Sub-Committee Report, para 102-3, pp. 34-5. 
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— by other eae —— those resulting 

=. Sonn a more intimate contact with local publie opinion, a 

‘3 factor, specially important at a time when competition from 

E road transport had become very keen. The Wedgwood Com- 
mittee, considering the criticisms, did not suggest any alter- 

ae -native to the divisional system on the railways concerned. 

"a Whatever the gains possible and expected, some senior railway 
Officers have expressed doubts as to whether the advantages 
claimed were worth .the cost.! 


COST OF ACCOUNTING AND AUDITING | z- 


An instance of changes, gradually introduced, resnlting 
ultimately in a considerable increase of expenditure is afforded 
by the railway accounting and audit departments. Ori. 
ginally, the duties of accounting and auditing were carried 
on by a single organization under the Auditor-General. On 
the company-managed railways there was an ‘Accounts and 
Audit’ staff under the company and in addition a small test- 
check on behalf of Government by staff working under the 
Auditor-General. The Acworth Railway Committee, referring 
to the defects of this system, drew pointed attention to the 
importance of railways making themselves responsible for 
the preparation of their accounts and to the desirability of 
keeping the functions of accounting and auditing separate.™ 

The Railway Board separated accounts from audit as an 
experimental measure on the B.I. Railway in 1925, and reported 
the success of the experiment to the Legislative Assembly, which, 
in a resolution in the same year, recommended the separation of 
the accounting organization from the audit on the remaining 


1 Mr. D. R. Lamb quotes the instance of the South African Railways on which the 
change from the departmental to the divisional system secured instead of an increase 

a reduotion from 196 to 127 officers despite the great increase in milage and traffic.— Modern 
Railway Operation, p. 6. 

a o committee stated: ‘Economical railway management cannot be ensured 
without a proper system of railway accounting, Apart from a mere audit check of recei ta 
and disbursements, a railway requires a large number of financial returns of various kin 
not in order to say whether expenditure incurred has been duly authorized, or receipts my 
accounted for, but to say whether expenditure is being wisely incurred, whethor retrench.- 
: ment of — ———— —— ia possible under one head, whother new oxpenditure 
K under is proving PEN or even whether a largor expenditure would be 

likely to S be “feaitfal. ‘—Acgworth Committee Report, para 129, p. 44, 
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state-managed railways. Control over the accounts staff was 
vested in the Financial Commissioner, Railways, not the Railway 
‘Board, and the Auditor-General was, in future, to be responsible 
for audit alone. The accounts staff under the new system were to 
perform the same duties of accounting as were done by the com- 
bined audit and accounts staff under the Auditor-General before. — 


The advantages claimed for the independent accounts 
organization were : 

(a) the earlier preparation of accounts and returns required by the exe- 
cutive and administrative officers for the control of expenditure ; 

(b) the prevention of irregular expenditure held under objection ; 

(c) the introduction of methods of procedure more in accordance with 
commercial practice, which should lead to greater attention by 
all concerned to the internal economy of the railways; and 

(d) the creation of an audit organization independent of the adminis- 
tration. i 


Sir Arthur Lowes Dickinson, who enquired into the railway 
accounting systems and procedure, recommended the extension 
of the principle of separation of accounts from audit to the 
other state-managed railways. By 1928 the experiment on 
the E.I. Railway was considered to have justified all expecta- 
tions, and with the concurrence of the Standing Finance Com- 
mittee, Railways, and the Auditor-General, the separation of 
accounts from audit was accepted as a permanent policy. 
The system was accordingly introduced on the Burma Railways 
on l January 1929; the N.W. Railway on 1 April 1929; the 
G.LP. on 1 October 1929; and the E.B. on 1 April 1930. The 
old system under which the chief auditor was also the chiet 
accountant of the railway gave place to two officers, a chief 
accounts officer and a chief auditor on each railway, controlling 
respectively the accounts and audit departments. ‘The coordina- 
tion of these departments at the top was done by the Controller 
of Railway Accounts under the Financial Commissioner, 
Railways, and the Director of Railway Audit under the Auditor- 
General. Simultaneously with these developments on the state- 
managed railways was pursued the policy of strengthening the 
Government audit of the company-managed railways. 











eT 


— 
* — i ? 
The ‘effect : of these ideveloginaente was to increase the total 
expe enditure under accounts and audit. Most of the changes were 
Et: introduced asa permanent: policy only in 1929. The consequent 
__ increase i in i expenditure | may, as shown in Table 69, be ascertained 
by com ig the cost of railway accounting and auditing in 
1924-5 and 1929-30. The total cost of the accounting and 
auditing on the State-owned railways amounted to Rs. 103-14 
lakhs in 1924-5. The expenditure increased to Rs. 138°65 
lakhs, or by 34 per cent, in 1929-30. The cost increased still 
further in 1930-1 and the expenditure amounted to Rs. 147 lakhs, 
or 43 per cent higher than the basic figure. It is no wonder, 
therefore, that the Railway Retrenchment Sub-Committee 
found the growth of expenditure on accounts and audit taken 
together ‘staggering whether taken by itself, or in comparison 
with the growth of milage, or the receipts and expenditure 
accounted for and audited by this establishment, or of other 
railway expenditure which is most analogous to it, namely, 
charges included under the head “General administration”.’!* 


TABLE 69. EXPENDITURE ON RAILWAY .ACCOUNTING AND 
AUDITING 
(Rs. in thousands) 


en 





: J 
eg 
(ss 
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1924-5 1929-30 Increase % of 
Rs, Rs. Rs. 1924-5 
Headquarters office’? 2,23 4,97 2.74 2293 
State-managed railways : 
(a) Accounts 59,00 76,89 17,89 130 
(b) Audit 1,59 8,38 6,79 527 
Total 60,59 85,27 24,68 141 
Company-managed railways : 
(a) Accounts 38.03 45,49 6,96 118 
(b) Audit 1,79 2,92 1,13 163 
Total 40,32 48,41 8,09 120 
Total : ; 
(a) Accounts 97,53 124,906 27,43 : 128 
(b) Audit - 561 15,69 8,08 244 
Total 103,14 138,65 35,51 134 


1 Railway Retrenchment Sub-Committee Report, p. 18. The sub-committee stated in thoir 
aport that ‘the Financial Commissioner himself agreed that too much was being spent on 
accounts and audit combined and that there was definite room for economy.’—Ibid., p. 19. 

"Under the term ‘Headquarters office’ are included the cost of the establishment 
of the Accountant-General, Railways, prior to 1028, and the coat of the eatablishmenta 
ef the Controller of Railway Aceounts and — Director of Railway Audit after that date. 
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That the combined system was more economical in direct costs 
is indisputable. This is proved by the fact that the separation 
had on all railways resulted in inereased direct costs. 
Proposals for separation were advocated on grounds of savings 
which were ultimately expected to amount to Rs. 1,97,000 
per annum after meeting the cost of audit and of ‘several lakhs 
of rupees in other than establishment charges.” These hopes 
proved illusory and the immediate results were merely dupli- 
cation of staff and work. Granting all the theoretical and 
practical advantages of the new system, they were not, as 
the sub-committee stated, worth the price paid, and Indian 
railways could not afford to have the separation unless con- 
siderable economies were effected.” 

There are two facts to be observed about the expenditure 
on accounts and audit, given in Table 69. Firstly, the rate 
of increase in the cost of accounting and auditing on the state- 
managed railways is very much more than that on the com- 
pany-managed railways. The increase during the seven years 
ended 31 March 1931, on the former was Rs. 23 lakhs, or 39 
per cent; on the latter it was Rs. 8} lakhs, or 22 per cent. 
Secondly, the high proportion of the cost of audit to the cost 
of accounts on the state-managed railways is to be noted. 
It was about 16 per cent in 1930-1 for these lines as compared 
with about 10 per cent for the company-managed railways. The 
proportion of the cost of audit to that of accounting in 
other government departments was very much less, and in 
the case of army expenditure it worked out at about 4 per 
cent. 

The trends of expenditure .on accounts and audit during 
the depression reflected, despite the recommendations of the 
Retrenchment Sub-Committee and the economy measures 

u gf. ‘We must recognize that the cost of audit, excluding the cost on company- 
managed railways, is at prosent Re. 15 lakhs and that practically the whole of it can be 
saved by amalgamation. We are definitely of opinion that we cannot in the present 
financial, circumstances contemplate the continuance of the present system if wo have 
to pay this price. Unless, therefore, considerable economios can be effected in the existing 

ization of audit and accounts combined, we feel it our duty to say that, whatever 


the theoretical acdlvantages of the present system, it is not one that Indian railways 
can afford at prosont.—Railway Retrenchment Sub-Committee Report, para 65, p. 21, 


6 Thithe, para OG, p- 18, 
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; —— pi n sued, a further increase. The increase in the cost of audit 
$ — even more pronounced.™ 

es The findings of the Wedgwood Committee throw more light 
7: OD the effect given to the sub-committee’s recommendations 
six years earlier. The Wedgwood Committee found that the 
= reductions in the accounts departments were somewhat obscured 
= by the fact that they had taken over a good deal of the 
statistical work from Agents as well as certain accountancy 
work which was previously done departmentally. If allowance 
was made for this additional work, the real reduction would 
amount to something like 10 per cent in the number of the 
accounts staff of the state-managed railways, including the 
office of the Controller of Railway Accounts at Delhi. Even after 
taking this factor into consideration, the accounts departments 
of the State-owned railways, according to the committee, were 
‘unduly expensive’. The accounts expenditure amounted to 1-47 
per cent of the gross receipts on the state-managed railways and 
to 1-20 per cent on the company-managed railways. The corres- 
ponding figures for the two largest British railway companies 
amounted to only 0°95 per cent. These figures, the committee 
concluded, ‘disclose a case for a careful scrutiny of expenditure 
on the accounts departments of the Indian railways.’!? 

The cost of the audit and accounts departments since 1936-7 
does not indicate any improvement. The expenditure on State- 
owned railways (excluding the Burma Railways separated in 
1937-8) as shown in Table 70 denotes an increase of 52 per cent as 
compared with 1924-5 and 13 per cent as compared with 1929-30. 


iè This is clear from the expenditure on railway accounting and nuditi duri 
1929-35. The details are as follows: 4 g iting during 


EXPENDITURE ON RAILWAY ACCOUNTING AND AUDITING* 
(in lakhs of Pe, ) 


Audit Accounts and audit C.R.A. Total 

1920-30 13-70 1,1086 5B i 

1930-1 17-87 1, 26°38 281 ai 
1031-2 18-66 1,27-04 2-99 150-23 
1932-3 19-20 1,206.32 2:88 148-40) 
1933-4 17-76 1,28°33 258 " 1 (48°67 
1034-5 17-77 1,30°26 T13 151-16 

* Extracted from the Budget papers, The figures from ‘ 

ENE nieve. : m 1931-2 onwards do not 


V Wedgwood Commiticoen Report, para 07, p. 30. 
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TABLE 70. EXPENDITURE ON AUDIT AND ACCOUNTS ON STATE- 
OWNED RAILWAYS* 
(EXCLUDING THE BURMA RAILWAYS) 


(In lakhs of Rs.) 


Audit Accounts and Auditt C.R.A. Total 
Year 3 

1924-5 Se OI 94°10 fe! 99-71 
1929-30 - 1370 117-92 2-58 134-20 
1935-6 17:05 129-57 2:62 14924 
1936-7 16:39 1130:89 2-73 150-01 
1937-8 16:67 134-57 2-74 153-98 
1938-9 17°27 132-25 2-06 + 152-18 
1939-40 16 86 133-30 2:06 152-22 


* Compiled from the Railway Budget papers. Tho salary cuts are not included. 

t Includes gaudit conducted by the staff of company-managed railways. The 
See expenditure of state-managed railways is included under the previous 

It should be clear from this survey that, in spite of re- 
trenchment in expenditure and other measures of economy, 
the cost of general administration could not be reduced materi- 
ally from the higher levels to which it had risen during ~ the 
pre-depression years. The administrative expenditure of many 
departments, stood high during 1929-30, as compared with 
1924-5. The percentages stated in Table 71 indicate that 
even after six years of depression and an intensive pursuit 
of economy the increase persisted. The expenditure incurred 
on many departments in 1929-30, as compared with 1924-5, 
represented a large increase under most of the heads. Dis- 
cussing the cost of ‘general administration, during 1924-30, | 
the Railway Retrenchment Sub-Committee found the increase 
‘very much higher than the growth in other main heads of 
working expenses’, namely 21 per cent. There was a decrease 
of Rs. 45 lakhs under repairs and maintenance and an increase 
of only 7 per cent under operation (excluding fuel).™ Even the 
increase in the milage did not warrant so great a rise in cost. 

u Tho expenditure on operation takes into account the ‘the fact that the working 
expenses of 1924-5 scoured a benefit to the extent of (a) Ra. 141 Inkhs, on account of the 
decision that railway companies were not liable to pay customs duty on stores imported 
for a Stato railway as a result of which past payments were refunded, and (b) Rs. 38 lakhs, 


on account of payment from the railway reserve fund of the cost of writing down certain 
atores to their market value. — Railway Retrenchment Sub-Committee Report, para 94, 


p. 32. 
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‘The Fi kaaitaonal: milage was 3,100 or 11 per cent. But, as the 
seomunittes pointed out, one ‘should ordinarily have ex- 
pe ected that additions to milage would not increase the costs 
OF administration to the same extent, but administration 
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5 ? * 
charges have been increasing at a more rapid rate.’?° 
— TABLE 71l. EXPENDITURE ON GENERAL ADMINISTRATION BY 
je et DEPARTMENTS, STATE-OWNED RAILWAYS* 
> (Rs. in lakhs) 
= 1924-5 1929-30 % of 1935-6 % of 
: Rs. Rs. 1924-5 Rs. 1924-5 
Agency 36:63 5446 149 46:79 128 
Audit and accounts 97:53 122-38 125 133-84 137 
Cash and pay 12°47 14:19 114 14:22 114 
- Stores department 48°02 62°20 130 59.40 124 
Engineering department 19630 233-83 119 22333 114 
- Locomotive department 122-35 152-46 125 146-57 120 
Carriage & wagon department 4872 63°19 130 72.00 148 
Traffic department 12569 14065 112 13211 105 
_ Medical department 36:82 45°31 123 51:52 140 
Steam boat service +09 +32 106 4:22 103 
Telegraph department 64:95 6480 100 49°46 76 
Police 4662 55°36 119 52-84 113 
Electric service department * 786 * 941 
London board establishment Li 15 9-79 61 O04 56 
Government supervision 16:53 Lisl 6s 11:67 71 
Provident fund contribution 15515 “18111 117 19658 127 
Gratuities 8238 7044 86 8610 105 
Publicity expenses ae 16:39 = 10-21 — 
Other expenses 122-30 128°08 105 Sa 


* Railway Budget papers. 


We may compare the cost of general administration with 
the operation charges (excluding fuel), which fluctuate with 
the milage worked, and reflect the effects of the fall of prices of 
consumable stores. The total cost of operating staff, including 
running staff, office staff and other staff, had gone up by about 
Rs. 1°75 crores, or about 16 per cent. As compared with this, 
the increase in the cost of administration was greater. Among 
the items in which the increase of expenditure by 1929-30 was 
most pronounced were Agency, recording an increase of 49 per 
PP pm pirr eierne tem alin tle grey ee EA 


and Southern Punjab Railways, which were formerly worked by State railways." — 
sg atta Sub-Committee Report, paras 04-5, pp-32-3. 
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cent ; stores 30 per cent; engineering department 19 per cent ; 
locomotive department 25 per cent; and carriage and wagon 
department 30 per cent. The increase in expenditure on the 
last department had little to do with the reorganization 
consequent on the State Railway Workshop Committee’s 
recommendations. The sub-committee concluded their review 
by stating that administrative expenditure was ‘far too high’ and 
desired ‘most emphatically to impress upon the —— Board 
the absolute necessity of reducing these charges.’? 


Although these criticisms were made as early as 1931, the 
position had not improved even by 1935-6. As may be seen 
from the figures in Table 71, the cost of certain departments 
had gone up rather than down. The percentages of the 
expenditure on audit and accounts, carriage and wagon, and 
medical departments, for instance, recorded a further increase. 
The cost of the remaining departments, with a few exceptions, 
stood, in spite of a decrease, materially higher than. 
their basic levels. Administrative expenditure was thus - 
on a comparatively higher level throughout. This has to be 
reckoned as one of the most important among the contribu- 
tory factors which caused, during the depression, a serious 
deterioration in the financial results of Indian railways. 


If, ORDINARY REPAIRS AND MAINTENANCE EXPENDITURE 


We may now turn to the second minor head of railway 
expenditure, “Ordinary repairs and maintenance’. Under this 
head is included the cost of all ordinary repairs and main- 
tenance of way and works, rolling-stock, machinery, plant 
and equipment, ete. The annual expenditure under this item | 
for ‘all State-owned railways during 1924-36 may be seen from 
Table 72. The total expenditure on ordinary repairs and 
maintenance in 1924-5 amounted to Ks. [8:10 crores, and 
except for a reduction™in the next year, it was fairly stable 
around that figure. In 1929-30, there was an increase of 2 


per cent to Rs. 18°43 crores. 


* Railway Retrenchment Sub-Committee Report, para 08, p, 33, 
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za 4 ‘The principal feature during the depression was a con- 
s siderable reduction in the total cost of repairs and maintenance, 
which amounted to 22 per cent in 1931-2 itself. During the 
ee next four years there was an increase in this expenditure, | 
ae which stood in 1935-6 at 88 per cent of the basic figure. It 
= should be borne in mind, however, that in comparing the cost 
of repairs and maintenance, allowance must be made for the 
increase in milage and other extensions and additions to rail- 
way property and equipment. 
TABLE 72. EXPENDITURE ON ORDINARY REPAIRS AND 
MAINTENANCE, STATE-OWNED RAILWAYS* 


(Re. in crores) 


r (1924-5 = 100) A 

- Year Rs. % Year Rs. 5— 
1924-5 18:10 100 1930-1 17-67 97 

- 1925-6 17-18 95 1931-2 . 14°11 78 
1926-7 18-16 100 1932-3 14:69 81 
1927-8 18-05 100 1933-4 14:99 83 
1928-9 18-11 100 1934-5 15:94 88 
1929-30 18:43 102 1935-6 15°88 BR 


* The figures for the period 1924-29 are taken from the accounts figures in the budget 
papers. Those for 1929-35 are taken from the Financial Commissioner's Reviews 
— of each year, and have been recast to allow for the deduction of credits from released 
materiala on the same basis as during previous years. The figure for 1935-6 has been 
arrived at by deducting from Rs. 16°98 crores credits amounting to Rs, 1°10 crores, 
Expenditure on ordinary repairs and maintenance on the 
principal State-owned railways since 1924-5, as shown in 
Figure VI, indicates a decrease during the pre-depression period 
itself on four state-managed and two company-managed rail- 
ways. The effect of the economy measures and retrenchments 
adopted at the commencement of the depression is seen in 
the abrupt decrease in the expenditure of all railways systems 
during 1931-2. . But from 1932-3 onwards there was a steady 
increase on four company-managed railways. The A.B. recorded 
a phenomenal rise, while the B.N., B.&N.W. and M.&S.M. had 
lower but substantial rates of increase. „The state-managed lines 
on the whole remained below the basic levels. The growth of 
expenditure on the E.B. since 1935 seems to be rather exceptional. 
| There are four abstracts under which the expenditure on 
* ordinary repairs and maintenance forms an important minor 
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FIGURE Vil. COST OF ORDINARY REPAIRS AND MAINTENANCE 
1924-36, (STATE-OWNED RAILWAYS) 
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from 1929-30 onwards, a sudden decrease in 1930-1 being 
followed by a steady increase to 204 per cent. The S.I., 
M.&S.M. and B.N. disclosed a tendency towards a higher level 
from 1930-1 onwards. Only on the B.&N.W. and B. B.&C.I. 
was the cost of ordinary repairs and maintenance below “the 
basic levels. The six-year averages for 1930-6 reflect a con- 
tinued general increase on the N.W., and three company- 
managed lines, the A.B., M.&S.M. and S.I. 


Another feature referred to earlier is also exhibited by 
this abstract: that there was among the state-managed rail- 
ways a uniform reduction in expenditure. Four out of the 
five lines showed large decreases and only the N.W. had on 
an average a higher percentage during 1930-6. All the com- 
pany-managed railways, except the B.B.&C.I., recorded, as 
shown by the percentages, a much higher level of expenditure 
in 1935-6 as compared with 1929-30. The state-managed 
systems, on the other hand, kept their expenses substantially 
below even the 1924-5 levels, and the N.W. itself effected 
a reduction of over 30 per cent on its own figures of 
1929-30. 


es a. minor head under Abstract A, ‘Ordinary repairs and maintenance’ ia divided 
as under : 


(1) Structural works: ({a) track (running sidings and yards); (6) bridges 
and tunnels; (c) service buildings; (d) —— quarters ; (e). station machinery 

—— turn-tables, water —— ; (J) shore connexions at ferries; (g) mis- 
collancous (foncing, service roads, etc.), 

a) — ad (a) engineer's tools and plant; (6) service motor cars and trollies ; 
c 

(3) Gooner canta rivers. 

(4) Plantations, nursories and gardons. 

(5) New minor works, 


(6) Miscellaneous expenses: (a) carringe of rovonue stores; (Ù) losses of cash and 
stores; (c) other items, 


ne 


1, name ly. — A, B, and C. The percentage variations 

ay railway under these abstracts are shown in Figure ` VIL. « 
ia "There were wide fluctuations in the expenditure on ordinary — 8 
* repairs and maintenance under Abstract A?? not only between — 

railway administrations but on the same railway from’ TENS ae 
_ to year. Among the state-managed railwayse the Peg reentage — 

‘for the Burma touched the peak of 171 in 1928-9, ile 
the company-managed lines the A.B. had the highest level 
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The increase in the cost of repairs and maintenance under 


7 Abstract B® affected only certain systems on which the peak 


was reachéd during 1929-30. On the others, namely, the 
B-B.&C.1., S.I., G.L.P. and N.W., there was a decrease during 
1924-30 itself. The percentage variations on company-managed 
lines weré greater, and the large increases on the A.B. and B.N. 
deserve mention. The variations on state-managed lines were 
more : e tricted. The six-year averages indicate larger expen- 
diture on the A.B., B.N., Burma and E.I., and decreases ranging 
from 11 to 28 per cent on the others during the depression. 

TABLE 73. SIX-YEAR AVERAGES OF EXPENDITURE ON ORDINARY REPAIRS 


AND MAINTENANCE, UNDER ABSTRACTS A, B & C ON STATE-MANAGED 
AND COMPANY-MANAGED RAILWAYS* 


— 
— — 
d (Rs. irn lakhs) 
> , 1924-5=100 
State-managed Company-managed 
. 1924-30 1930-6 Ine, or 1924-30 1930-6 * or 
1924-5 Average Average dec. 1924-5 Average Average dec. 
Railways Rs. % % % Railways Rs. % % * 
Abstract A 
Burma 30°95 135 126 — 9 A.B. 11:83 127 173 46 
E.B. 57°78 104 85 —19 B.N. 5178 118 125 7 
E.I. 11090 90 79 —li B.B.&C.I. 57-14 101 96 = 5 
G.I.P. $272 108 99 — 0 M.&5S.M. 32-94 120 139 19 
N.W. 11655 105 109 4 SL 22°69 101 135 34 
. Abstract B 
Burma 11°68 112 20 8 A.B. $37 * 179 219 40 
E.B. 25°61 118 105 —13 B.N. 39 89 126 138 12 
E.L T641 113 115 2 BB&cCL 74°05 92 69 — 23 
G.LP. 87°76 88 60 —28 M.&S.M. 4430 108 97 — lI 
N.W. 121-46 s2 69 —13 SI. 28°46 98 85 — 13 
Abstract C 
Burma 19:93 109 69 —40 A.B. 4°42 130 172 42 
E.B. 21°18 151 131 —20 B.N. 68:52 90 S4 — 6 
EL 17492 76 52 —24 B.B.&C.1. 63°98 4 78 — 16 
G.L. P. 76°81 103 75 —28 M.&5.M 34°09 LOG 83 —23 
N.W. 97:42 91 74 —17 S.I. 24°00 85 54 — 31 


* Percentages calculated on figures taken from the Railway Board's Report, Vol. LI. 


Abstract C% was characterized by a general 


decrease in 


the cost of repairs and maintenance. But two railways, the 


irs and maintenance expenditure under this abstract is grouped as follows : 
1) Locomotives: (a) running repairs; (b) workshop repairs. 
{2) Rail motors: (a) running rephirs ; (6) workshop repairs. 
(3) Equipment: (a) machinery and toola; (4) service motor cars 
(ec) furniture. 
s Ordinary repairs and maintonance 


= The re 


and trollies: 


under Abatract C ia classified into five heads : 


i icles; (b) goods vehicles; (c) running repairs to foreign railway vehicles ; 
(eae ma ox A aas minor works. Here also repairs are classified into ‘running’ 


ol Py ase reg Equipment includes the samo heads as under the previous footnote, 








al 
We ‘may now proceed to summarize the mpi — of — 
expenditure under ordinary repairs and mainte 


for all State-owned railways amounted to Rs. 5°56 crores in 






E.B., recorde o very high levels. ‘The za 








real ar ` averages ——— — reductions on railways, 
e sole exception of the A.B. which stood s pör ce cont“ fia 
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expenditure under this head may be conveniently grouped ~ — 
under three broad heads, namely, (a) way and es in- +s 
(6) = 


cluding the cost of maintenance of all structural 





rolling-stock, and (c) machinery, tools and plant. - J 


The expenditure’ on the maintenance of way and works* 





1924-5. The cost of this item during succeeding years "varied 
as shown below. 


TABLE 74. NET EXPENDITURE ON WAY AND WORKS* 


: (STATE-OWNED RalLways) 
Year * of 1924-5 Year % of 1924-5 

1925-6 93 1931-2 83 
1926-7 101 1932-3 113 
1927-5 112 1933-4 116 
1928-9 121 1934-5 121 

x 1929-30 . 1lli5 1935-6 119 
1930-1 — 108 _ 


° —— for the percentages are taken from Railway Budget ‘papers. Owing to 
accounting changes the figures of 1932-6 are-not strictly comparable with howe of 
previous yours, 

There was a definite increase in the cost of repairs and 
maintenance of way and works which amounted to 21 per 
cent in 1928-9 and 15 per cent in 1929-30. The real decrease 
took place in 1931-2 when a reduction of 17 per cent was 
effected and the cost brought down to 83 per cent of 1924-5. 


- But expenditure returned to levels higher than those of previous 


years. Some increase on account of additional track milage 
was inevitable, but the increase in expenditure was substantially 


2# The expenditure on repairs and maintenance under Abstract F relates to telegraph 
and other equipment, and as the amount involved is small, representing only a fraction 
of the ordinary working expenses, it is not examined here. 

2 —— consisting of the same items of expenditure as those stated in 
footnote 2 
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“* more than was justified on this account. The track of the 
ten "St e-owned liñes was 9°70 per cent higher in 1929-30, 

_ and 12°47 per cent in 1935-6.27 The percentages of expendi- 

: “tufe, on ‘and works indicate a much higher level, except 

: durne ger = Track, it should be remembered, is only one, 

\ though ittedly the most important, of many items of 

i * struct ural works. The increase is rather surprising in view of 
—— decrease of expenditure on ordinary repairs and main- 
* jhe gre during the depression period. The attempt to over- 
© take arrears of maintenance may have inflated the figures 
of 1934-6, and this certainly does not affect the figures of 

J— previous years. 

S "The second head, rolling-stock, includes the cost of repairs 
and maintenance of locomotives (steam and electric), traction 
equipment, electric multiple unit stock (excluding traction equip- 
ment), rail motors, coaching vehicles, and goods vehicles. 
The percentage variations in the cost against each of these 
classes of rolling-stock during the period were as follows: 











TABLE 75. NET EXPENDITURE ON ROLLING-STOCK* 
(STATE-OWNED RAILWAYS) 
(1924-25 = 100) i — 


1026-6 19235-7 1027-8 1928-0 1920-30 1900-2 1981-2 1062-0 10624 1094-5 19056 


Locomotives 94 8 100 95 99 105 107 89 86 « 86 88 91 
Coaching vehicles 98 105 £104 93 96 91 78 77 78 4583 85 
Goods —— 101 95 78 81 78 82 63 62 63 =69 74 
Not rolling-stotk 94 98 92 90 93 88 73 80 78 83 34 


*Percentages calculated on figures taken from the Railway Budget papers for 1926-38. 


The expenditure on _ rolling-stock was generally on the 
decrease during the period. By 1928-9, the cost of repairs 
and maintenance under this head had dropped by 10 per cent. 
After a slight increase in the following year, there was a further 


7? The track milage of five state-managed and five company-managed railways com- 
pared during the period as follows: 








1924-5 1920. 30 Increa Fa 
State-managei railways 25.905 28 276 2 3I 
Company-managed railways 15,954 17.708 L754 
Total .. 41,910 45,984 4,005 
* Tho oxpenditure on rail motors, included under locomotives prior to 1032-3, was 
stated soparately thereafter, and therefore for strict comparison allowance must be made 


for this, 
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level there is seen a rise in the percentage to 84 in 1935-6. “The ` 


J is of repairs and maintenance of locomotives E ona 
uniformly higher level as compared with that of coaching and” 
_ Wagon stock. The largest decrease occurred undef wagons? 





The third item under repairs and maintenance is ‘Machinery, 


tools and plant, and miscellaneous’, embracing a large number — 
of miscellaneous transactions, such as the cost of the equip- 


ment utilised in connexion with the maintenance of structural 
works, locomotives, carriages and wagons, electric power, 
steam boats and ferry services, traffic department, and tele- 
graphs. ‘Miscellaneous’ refers to the expenditure in connexion 
with such transactions as carriage of revenue stores, lossés | of 
cash and stores, and other items not classified elsewhere. — Owing 
to a change in accounting, statistics of expenditure under this 
head are available only up to 1931-2. Net expenditure under 
‘Machinery, tools and plant, and miscellaneous’ during 1924-32 
increased by 5 to 13 per cent, except for two years which re- 
corded a decrease. 


PERCENTAGE VARIATIONS OF EXPENDITURE ON MACHINERY, 
TOOLS AND PLANT, AND MISCELLANEOUS* 
| “(STATE-OWNED RAILWAYS) 
. = (1924-25 = 100) 


F 
1925-6 1926-7 1927-8 1928-9 1929-30 .1930-1 1931-2 
Net expenditure on 105 111 107 98 iil 113 86 


machinery, tools & 
plant, and mise. 


* Percontages calculated on figurea taken from Railway Budget papers, 


During the depression the cost of repairs and maintenance 
came under drastic retrenchment. The extent to which ex- 
penditure was curtailed is clearly indicated in- the accounts 
of évery railway administration. The trend of traffic receipts 
during 1930-1 foreshadowed the severity of the depression 
and the railways took prompt action in cutting down their 
costs. Economy was attempted in the repairs and maintenance 
of track, buildings, residential quarters, station machinery 
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2 iren, the percentage touching 73 in 1931-2. From this 


J’ < 





- 


RAILWAY EXPENDITURE : OPERATING EXPENSES -297 


and rolling-stock. Every railway, to quote the Commissioners 
of the Railway Board, carefully considered | 
‘the scales of consumable stores, tools and plant with a view to reduction. 
Cheaper” substitutes have been experimented with. Scrap material has 
been «reclaimed* and reconditioned and brought into use. The strength 
of the permanent way gangs and level crossing gate-men has been carefully 
examined and reduced wherever possible, Repairs to staff quarters, build- 
ings and bridges have been drastically curtailed. Only essential minor 
works have been undertaken. Rolling-stock has been laid up when not 
required. The period between overhauls has been increased, Overtime has 
been reduced in workshops and sheds. Short time has been introduced in 
many workshops. Some railways have cldsed certain workshops altogether.’** 


By .1933-4, the effects of the postponement of essential 
expenditure had begun to be experienced and some increase 
in the cost of repairs and maintenance had to be provided for. 
In the following year, the Railway Member stated that 

‘to the extent that reductions represented merely a postponement of ex- 
penditure, the time is soon coming, if it has not already come, when it would 
be unwise and indeed unsafe to postpone it any longer." 


The statistics for 1930-2 reflect the effects of these economies. 
The cost of repairs and maintenance of way and works and 
rolling-stock touched the lowest point. The net cost of way 
and works compared with 1924-5 was down by 17 per, gent in 
1931-2. Net rolling-stock expenditure recorded the largest 
decrease of 27 per cent, while net machinery, tools, etc., stood 
14 per cent lower. The position on individual systems also 
indicated considerable reductions under repairs and main- 
tenance. Compared with 1929-30, expenditure decreased sub- 
stantially on most of the railways. Only the Assam Bengal 
had an increase. The largest decrease occurred during 1932-3. 
Measured by the standards of 1924-5, the extent of curtailment 
during this year on the S.L., and E.I., was 37 and 39 per cent 
respectively, while on the E.B. and B.B.&C.L., it amounted 


1 Explanatory Memeorandum to, Railway Budget, 1932-3, p. 5. ; . 
3 Budget speech for 1934-5. © Explanatory Memorandum stated that ‘the major 
economies that the railways could hope for immediately have already been realized and 
that to tho extent that such economies were of tho nature of postponement of expendi- 
ture, the time when this expenditure has to bo undertaken comes oven nearer and has 
i, 


in certain eases already come.’ 
38—1514B 





Cai i ` 
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-= commented upon by the Director of Railway Audit :` 


“A considerable portion of the economies effected here is merely of the nature 

of postponement of repairs and maintenance expenditure, not held 
to be emergent at present. Such postponement cannot go on indefinitely, 
and sooner or later; the postponed expenditure will take its vengeance in 
the shape of unsafe permanent way and stock, and probably, increased ex- 
penditure as well.... On one of the major railways an excess of Rs, 5°64 
(lakhs) has had to be explained as due to “heavy repairs (to rolling-stock) 
found necessary on account of postponement of repairs in previous years.” 

The engineering authorities of five railways (Burma, B.N., S.I, E.B. and 
A.B.) have not found it possible to issue clear certificates in respect of the 
condition and standard of maintenance of the permanent way, rolling- 
stock and other assets of the railway. It is possible that in some cases 
at least, the principle of “Safety First” might have been sacrificed at the 
altar of so-called “economies”. It is pointed out that this policy would be 
extremely ill-advised as the postponed expenditure will, in any case (and 
probably in greater amount), have to be incurred later on." 


. a e . = ‘ a 
During succeeding years it will be noticed that expenditure 
on repairs and maintenance tended to increase on all railways. 
: * 
This was 1 






Director of Railway Audit remarked in succeeding reports 
upon the refusal of the engineering authorities on certain 
railways to give clear certificates as to the condition and stan- 
dard of maintenance of the assets."? By 1937 the position 


= Cf. Railway Audit Reports, 1935-7 jon the accounts of 1933-6): “Tho engineering 
authorities of at least four railways (viz. the Assam Bongal, the Burma, the 


da 

thoir railways.’ (Railway Audit Report 1935, para 193, p. 77). ‘In June 1934, the Railway 
Board informed the administratibne that if a case could be made out to their satisfac- 
tion that expenditure was necessary in the interests of safety, they would be prepared to 
sanction extra funds for the purpose. In the year under report extra expenditure has 
beon incurred in this direction. The position has thus improved, but the engineerin 
of three railways (viz., the Assam Be , the Burma and the Eastern Be 

und it possible yet to give clear cert as to the condition and st ord of 
maintenance of the assets on their railways.’ (Railway Audit Report 1936, p. 55). In 1935-6 
extra expenditure was incurred, but on two railways, the Assam Manel and Burma, the 
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appears to have improved and the Wedgwood Committee stated 
that the arrears had been overtaken at the time of their enquiry.** 

The records of state-managed and company-managed rail- 
ways exhibit the same features as those mentioned under 
general administration. The six-year group averages for 
ordinary repairs and maintenance, shown below, indicate a 
general decrease during 1930-6 on the state-managed lines 
under all the three abstracts concerned A, B and C. The 
company-managed lines recorded a further increase under 
Abstracts A and B—a very large one indeed under the former 
—and a decrease under Abstract C. 


TABLE 76. EXPENDITURE ON ORDINARY REPAIRS AND MAIN- 
TENANCE ON STATE-MANAGED AND COMPANY-MANAGED 


RAILWAYS = 
(1924-25 = 100) 
State-managed railways Company-managed railways 
Abstracts 1924-30 1930-6 Ine. or dec.” 1924-30 1930-6 Ince. or dec. 
Average Average “Average “Average 
A 108-4 99-6 — SS 113-4 133-6 20:2 
B 102-6 938 — 88 120:6 121:6 1:0 
C 106:0 80:2 — 258 101:0 94°2 — 6'8 


HOI. OPERATION 


= 


The next group of railway expenditure, el ified under 
the head ‘Operation’, includes the disbursemten ade by 
railways for purposes connected with actual operation. The 
expenditure on operation is subdivided into two heads, ‘Opera- 
tion excluding fuel’ and ‘Fuel’. 

The cost of operation, excluding fuel, stood in 1924-5 at Rs. 
15°54 crores. From the next year, as shown in Table 77, 
there was an increase which amounted to 10 per cent in 1928-9, 
and 13 per cent in 1930-1. The emergency and economy 
measurgs and lower prices during succeeding years brought 
expenditure to the basic level by 1934-5. 





ongineering authorities could give only qualified certificates as to the condition and 
maintenance of the assets. (Railway Audit Report 1937, para 35, p. 17.) 

3 "Wo are assured.. .that arrears of this kind (non-essential repairs) have in general 
been overtakon,’— Wedgwood Committee Report, para 25, p. 15. Reviewing the expenditure 
under Abstract A, the committee found an overall reduction of 20 per cont had been 
offected by 1035-6 as compared with 1920-30. As tho arrears were stated to havo been 
overtaken, the decrease was doomed by them ‘real economy’ and ‘very creditable’, 






EXPENDITURE ON OPERATION (ExcLUDING FUEL) 
- (STATE-OWNED Ramways) 
( Rs. in crores) 


Rs. » AS Year Rs. % 
15-54 100 1930-1 17:60 113 
1644 106 1931-2 16°21 — 104 
16°27 105 1932-3 - 15°62 101 
16-24 105 1933-4 15°69 101 
17-16 110 1934-5 15:49 100 
17-05 110 1935-6 15:27 98 


* Tho figures from 1924-32 are taken from the Explanatory Memoranda to tho Budgets. 
Owing to an account change the figurés for 1932-5 are disturbed by the in- 
clusion of provident fund contributions and for purposes of proper comparison, the 

have been taken from the Financial Commissioner's adjusted figures in his Reviews 
for 1933-5. The figures for 1935-6 have been compiled from the accounts figures of the 
year. , 

The cost of operation on individual railways during the 
period may be seen from Figure VIII. The tendency towards 
an increase appears to be accentuated on certain lines. This 
was, however, partly offset by the lower rate of increase on 
the other systems. Between 1924 and 1930, .all the railways 
with the exception of the E.I.,** recorded increased expendi- 
ture on operation. As may be seen from the trends shown 
in the chart, by 1929-30 the percentage increases varied from 
9 to 44. Expenditure during the depression showed levels 
well above those of 1924-5. Even during 1932-3, which re- 
flected’ the maximum effects of retrenchment and economy, 
the G.LP., A.B. and S.I. had a comparative increase of more 
than 35 per cent. The Burma and M.&S.M. showed percentage . 
increases of 29 and 26 respectively, while the E.B. and B.B.&C.I. 
recorded an increase of 18 per cent. Only the “E.I. had a 
percentage of 99. Further reductions occurred in following 
years on all the railways, excepting the G.I.P. 

Expenditure on operation forms an important minor head 
in three abstracts, B, C and E. The trends of expenditure 
under these abstracts may be seen in Figure VIII. A com- 
paratively small amount of expenditure is also booked under 
Abstract F. | l 


“The basio figure for 1024-5 for the E.L. is the total of the separate figures of the 
EL and O.&R. Some decrease may bo allowed for the economics attributable to the 
amalgamation of the two linos, 

E 
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; rid ia 
( - FIGURE VIII. COST OF OPERATION 1924-36 
* (STATE-OWNED RAILWAYS) 
STATE-HANAGED RAL WATS COMPANT-HANAGED RAILWAYS (3924-5=100) 
a Jér 27-6 18-9 29.39 20-5 Jia 32-3 39-4 Ma MO MF De 1? D-a 209 P I Na FD et pes Be 
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7 ——— by the ——8 depart- 
el (Abstract B) is one of gradual decrease 
arer with 1924-5. Except on the Burma for two 

* 31, and the A.B. for 1927-33, all the lines disclose 


ea l ea the PATEN, items included under this abstract, the cost 
J of running staff and fuel alone accounts for more than 90 per 
n cent of the total under operation. Fuel, which amounted 


to 50-70 per cent, was the principal factor which contributed 
to the decrease in expenditure on operation as a result of the 
decline’ in the cost of fuel. Part of the decrease must have 


been offset by the increased engine and train milage- before 


the depression. The reduction since 1931 was caused by both 
the decrease in the cost of fuel and the reduced engine and train 
milage. These are clearly brought out by the six-year averages. 
It may be observed from Figure VIII that except on the A.B. 
and Burma, even by 1929-80 the general level had come down. 


TABLE 78. SIX-YEAR AVERAGES OF EXPENDITURE ON OPERATION UNDER 
ABSTRACTS B, C & E* 


(Rs. in lakha) 


State-managed Caompany-managed 


> 1924-30 1930-6 Ine. or 1924-30 1930-6 Inc. or 
1924-5 „Av orago Average dec. 1924-5 Average Average dec. 
Railways Ke. % % % Railways Rs. % % % 
Abstract B 
Burma 65°13 07 a4 =í A.B: Is26 105 104 =} 
E.B, 76°26 8s 74 — BN. 107-90 88 T — 
p 228°20 s9 76 —13 B.B.&C.l. 202-61 87 G4 —23 
G.1.P. ~ 296°29 v1 54 —37 M.&5.M. 12004 92 79 —13 
N.W. 304-62 05 şi — —— 95:31 91 85 — 6 
Abstract C 
Burma 1-83 99 110 l AB., wast 103 135 32 
E.B. 30 9o 113 17 B.N. L140 s2 64 — i8 
E.L 24-08 60 Sl  —15 B.B.&C.I.. 943 a4 87 re 
G.LP. isos 8104 89 —15 M.&8SM. 86 103 OTi, == 6 
N.W. 3204 102° 87 -l5 SI 45) (4 ll4 20 
Absatract E : | 
Burma 3002 116 123 7 AB: i7 OL ~ tig 125 7 
E.B. T388 108 9a —i2 BN, ST- 18 e a C1) | — 
E.L 252 59 85 79 — ü BB&CIL 126-05 97 82- 18 
GLP. 14325 ats 84 —12 M.&8M. 48:96 109 121 —12 
N.W. i6l-59 108 101 — 64. 4034 103 Ll4 u 


* Percentages calculated on figures taken from Railway Board's Report, Vol. ii, 
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The total operating expenditure under Abstract C is com- > 
paratively less than the cost under the other minor heads.*% 
State-managed railways had considerable fluctuations from 
year to year. The E.I. had a remarkable decrease in 1925-6, 
after which its percentage remained between 50 and 60. Barring 
an exceptional rise on the E.B., the other state-managed lines 
remained within a margin of 15 per cent of the basic level. 

The company-managed railways showed greater uniformity 
in their trends. There was a general tendency towards a 
decrease. The only exceptions were the A.B., S.I., and, since 
1934, M.&5.M. The pre-depression and depression averages 
denote a material reduction on all but four lines. It is in- 
teresting to note the unusually wide spread in the percentages 
of company-managed railways during the depression as com- 
pared with the pre-depression period. 

The bulk of the expenditure under Abstract E is incurred 
mainly under the head of operation." The salaries, wages, and 
allowances of the operating, station and train staff account 
on the whole for about three-quarters of the cost of the traffic 
department. They vary, of course, on the individual railways 
from 55 to 90 per cent of the total operating expenses under 
the abstract. It should be observed that the station staff 
take up about one-half of the total cost of operation, and it 
was, in fact, 60 per cent and over on four systems, and 50 per 
cent on four others. The expenditure on the train staff was 
approximately 15 per cent and that on ‘other’ staff from 4 
to 16 per cent on the different lines, the average being about 7 
per cent of the total cost of operation for the traffic department. 

The cost of operation for the traffic department during 
the period reveals material differences in the record of the 


* The operating ——— under Abstract C consist of the cost of inspection of runniny 
vehicles, representing the wages of examiners, cleaners, oilers, etc., and the cost of oil grease 
and other grease; payments to other railways on account of hire charges for carriages 
and wagons, otc., obtained on loan for general uso on the home line after deducting receipts 
from other railways on similar account : and miscellancous, as under other abstracts. 

%3 The operating expenses under Abstract E are classified as follows : 

1) Salaries, wages and allowances of the general operating, station, and train 
staf, and travelling ticket examining staff; (2) fires, lights and general stores, for 
stations and sheila; (3) lighting, water and general stores in trains; (4) clothing: (5) 
stationery, forms and tickets; (0) expenses of handling, collection and delivery of goods ; 
(7) oxponses at out-agencies ; (8-11) Compensation for goods lost: miscellaneous ete, 
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| — = — and company-managed railways. Among the 
ormer, the E. Ja and G.I.P. had a substantial decrease from 


i Yours 
a 


| 1925 onwards. If the Burma Railways, with its large per- 
F -centage increase throughout, is excluded, all the State lines 


had expenditures well below the basic level from 1932-3 on- 


wards. Company-managed railways on the other hand were 
generally above their basic levels throughout the period. 
Only the B.B.&C.I. and, since 1931, the B.N. decreased their 


cost of operation to lower percentages. The six-year averages 
disclose a decrease on all lines, except four, namely, the Burma, 
A.B., M.&S.M. and 5.1. 

The trend of expenditure on operation during 1924-36 is thus 
one of general decrease under all the abstracts affected. We may 
sum up the main features of the expenditure included under 
this head with a reference to the more important items. A 
large part of the expenditure is, as stated earlier, under staff, 
amounting to more than 70 per cent of-the total cost of opera- 
tion (excluding fuel). The staff consists of station staff, running 
staff and ‘other’ staff. Frequent changes in accounting make 
it impossible to examine the expenditure under these three 
heads to the end of the period, but the statistics given below 
afford a general idea of the relative importance of the three 

categories of staff. 


TABLE 79. OPERATION (EXCLUDING FUEL) : COST OF STAFF* 
(STATE-OWNED RAILWAYS) 


~ -« (Jn thousands of Rs.) 
Station Running and ‘Other’ ~ Total 
Year staff staff staff 
1924-5 5,83 - 5.18 10,81 
1925-6 5,88 5,18 - 11,06 
1926-7 6,02 i 5,26 | 11,28 
1927-8 6,08 5,66 11,74 
1928-9 5,26 4,64 2:90, «4.1210. > , 
1929-30 - 5,51 4,78 2,29 12,58 
1930-1 h AG 4,75 2,32 12,53 
. 1931-2 5,59 4,42 2,15 12,16 
1932-3 * Fa 12,41 
1933-4 — ees so 12,27 
1934-5 = * * 12,21 
1935-6 be * ie 12,13 


* Compiled from the demands for grants for each yoar, 
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The cost of station staff in 1924-5 exceeded that of the 
` running and ‘other’ staff.combined. As shown by the separate 
figures available for 1928-32, the cost of ‘other’ staff was 

_ approximatély rather less than that of the running staff. 

During 1924-32, for which the cost of station staff is avail- 
able, the percentage rose to 108, and decreased to 99 in 1931-2. 
As the cost of running and ‘other staff was presented in 
one total prior to 1928-9, they may be taken together for 
purposes of comparison. The total figures for 1929-32, expressed 
as a percentage of 1924-5, indicate a considerable increase, one 
of 32 per cent in 1928-9 and 36 per cent in 1929-31. 4 slight 
decrease in the following year reduced it to. 27. 

The total expenditure on operating staff affords a better 
picture of the general trend since 1924-5. From Ks. 10° 8I 
crores, there was a gradual increase to Rs. 12°58 crores in 
1929-30, an increase of 16 per cent. In succeeding years, 
there was only a slight decrease by 1935-6, and the percentage 
stood at 112. 

The remaining items may be grouped under three heads : 
(1) contingent charges and clothing; stationery, forms and 
tickets: and stores; (2) compensation for goods damaged 
or lost; and (3) expenses of handling goods at out-agencies 
and miscellaneous. A decrease, as may be seen from the 
figures given below, is recorded under the first two items. 
The record under compensation, a reduction to 5 per cent of 
the basic figure, must be deemed a remarkable .achievement. 
That the improvement was neither spasmodic nor accidental 
is amply proved by the steadiness of the decline, particularly 
during years of increased traffic. 


TABLE 80. OTHER OPERATING EXPENDITURE* 
(Re, in lakha) 
1024.5 1025-4 1026-7 1027-8 1028-0 1020-50 1050-1 1061-2 1902-3 1900-4 1941-5 1906 


Contingent charges, Rs. 2,02 2,78 2,67 3,07 2,08 3,01 3,01 2,43 2,18 2,10 2,15 2,11 
clothing, stationery 


forms, tickets, stores.t 

Per cent of 1924-5 t00 95 Ol 105 102 103 103 83 75 72 75 7 

Compensation Re. 68 20 16 9 11 9 8 5 4 3 3 3 
er cent of 1924-5 100 50 26 I6 19 16 it 0 7 5 5 5 
ondling charges Ks. 39 2,38 2,32 1,50 1,81 1,72 1,75 1,62 1,27 1,44 1,26 1,18 


* Figures aré taken from the Railway Budget papers for each year 
+ As separate figures are not available for earlier years the items are taken together 


“on t#taye 
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— The expenditure on operation on the whole showed room 
* - for further economy. As the greater portion: of the expen- 
= diture was under staff, the measures of economy pursued 
under this head during recent years was counteracted by the 
= application of the Hours of Work Regulations. That the 
scope for furthér reduction had not been entirely exhausted 
= was clear from the expectations of the Wedgwood Committee as 
to further possible ‘economy at medium-sized and larger 
stations.”*? If the cost of operation depends on the volume of 
traffic and represents the direct expense of handling it, the reduc- 
tion in that volume ought naturally to have led to a correspond- 
ing decrease in that expense. The foregoing survey indicates 
that the cost of operation responded more readily to the increase 
in traffic, while the reduction in expenditure was on the whole 
less in proportion to the decrease in the transportation effected. 
The performance of company-managed railways under 
operation has been similar to that indicated under the other 
minor heads. The group average indicates an increase under 
Abstracts C and E, and a large reduction under B. State- 
managed lines, on the other hand, recorded during 1930-36- 
a decrease under all these abstracts, the amount under — 
E, being as much as 182 per cent. 
TABLE 81. EXPENDITURE ON OPERATION ON STATE-MANAGED 


AND COMPANY-MANAGED RATLWAYS 
(1924-5 = 100) 


State-managed railways Company-manaced| railways 
1924-30 1930-6 Inc. or dec. 1924-30 1930-6 Ine, or dee. 
Abstract Average Average Average Average 
B 92-0 73°8 — 18:2 92-6 82-4 — 10:2 
C 93-4 90:0 — 34 0-2 99-4 4-2 
E 102-6 OBG — 0 * 105-2 1084 3:2 


IV. FUEL 


The cost of fuel is included separately under operation 
on account of its special characteristics. Expenditure on 
fuel is made up of the cost of coal, other fuel, freight and handling 
charges, and electric power. The total expenditure incurred 


3? Wedgwood Committers Report, para 05, p. 35, 
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in 1924-5 was Rs. 10°58 crores and formed the largest single 
item of expense in operation. Of this the cost of coal and 
other fuel amounted to Rs. 6°43 crores, and the cost of freight 
and handling charges and electric power to Rs. 4°15 crores. 
It is only from 1928-9 onwards that detailed figures for other 
fuel and electric power are available. It will be seen from 
the statistics given under Table 82 that the cost of other fuel 
was less than half a crore till 1930-1 after which it decreased to 
Rs. 29 lakhs in the following year, and to Rs. 14 lakhs in 1935-6. 
The cost of electric power is also small in comparison, and 
amounted to less than half a crore. The cost of handling charges 
represents the largest single item under fuel., In 1927-8 it was 
Rs. 5-06 crores out of a total fuel cost of Rs. 8-88 crores. The 
same feature is to be observed during succeeding years also. 


TABLE 82. EXPENDITURE ON FUEL* 
(STATE-OWNED RAILWAYS) 
(Re. in lakhs) 


1024-6 1025-4 1026-7 1927-8 028-0 1020-30 1000-1 1901-2 1932-5 1058 4 THM 1985-6 


Coal a 3,06 3 00 3,05 2,75 2,57 2,36 2,43 2,49 

Other fuel ? Rs. 0,43 5,35 4,21 3 28 49 46 43 29 23 26 20 l4 

Freight ete. Rs. 4,15 5,02 4,58 5,06 5,05 4,98 4,70 3,90 4,02 3,96 4,20 3,97 

Electrico power I5 27 43 45 HCH 47 5 eS 

Total fuel Rs. 10.58 10,27 8,79 8,88 8.87 8,93 8,62 7,39 7,27 7,04 7,29 7,05 

Percentage of 1924-5 100 97 838 384 s4@ st si 70 68 67 69 7 
af * Figures taken from Railway Budget papers. 


We may now take the cost of coal and other fuel for com- 
parison. As may be seen from the percentages, there was a 

» Steady decline in the cost of fuel. From a percentage of 84 
in 1929-30, it dropped to 67 in 1935-6. The decrease was 
largely due to the cost of coal and other fuel. From Rs. 6°43 
crores in 1924-5, the expenditure on account of these two 
items amounted to Rs. 3°52 crores in 1929-30 and to Rs. 2°63 
in 1935-6, a decrease to 55 and 41 per cent, respectively. This 

is mainly to be attributed to the great decline in the price 
of coal itself.”8 The increased consumption due to additional 


% ‘The cost of ‘Coal and other fucl’ an compared with the average price of coal 


during 1924-32 is as follows : 
(1924-35 100) 


1924.5 1025-6 1926-7 1927-8 1928-9 1929-30 1930-1 1931-3 
Coat of coal 100 82 Th 57 55 55 54 47 
price of Rs. 7-1 6.1 4-13 4.5 3-15 3-13 3-14 3-13 


coal (All-India) 
Por cont of 1924-5 100 su TE öl 50 54 55 54 
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tr n “milage must obviously have been met by economies 
| Eroi out under the fuel economy campaign. - 
3 Freight and handling charges in connexion with the supply 
vi of coal and other fuel constitute the heaviest expense. The 
cost amounted to Rs. 5°06 crores in 1927-8, against an ex- 
~ penditure of Rs. 3°67 crores on coal and other fuel, and Rs. 
15 lakhs on electric power. Taking the cost of freight and 
handling charges and electric power together, the expenditure 
in 1924-5 was Rs. 4°15 crores. In 1929-30 it increased to 
Rs. 5°41 crores. By 1935-6 the cost came down to Rs. 4°42 
crores, as compared with Rs. 2°63 crores towards the cost of fuel. 
The expenditure incurred on fuel by different railways 
reflected, as shown by the six-year averages, a general decrease 
throughout. On some railways where important sections were 
electrified, as on the B.B.&C.1. and G. L. P. there was a larger 
reduction. But on the whole the cost of fuel revealed the 
effect of lower prices more faithfully than probably any other 
item of railway expenditure. Large economies were also 
effected in fuel consumption through improved methods. 
To these twin factors must be attributed the substantial reduc- 
tions in the cost of fuel during the period. 


TABLE 83. SIX-YEAR AVERAGES OF EXPENDITURE ON =f 


(Re. in lakha) 
State-managed Company-managed 


1924-30 1930-6 p: or 1924-30 1930-6 Ine, oa 
1924-5 —— Average 





dec. 1924-5 Average Average doc 
Railways Rs. % % Railways Rs. o% of of 
Burma 45°77 92 77 -15 A.B. 14°22 101 06 — 6 
E.B. 5245 83 66 — 17 B.N. 62°30 81 72 — Q 
E.I. 12579 87 74 = ]3 B.B.40C.1. 13783 87 H2 — 25 
GLP. 200° 46 1 51 -40 M &SM, S528 89 72 — l7 
N.W. 2125:65 EB | 74 -17 BSI 65°05 RO 79 — 7 


* Percentages calculated from figures taken from Railway Budget papers. 
CONCLUSION 


We have now traversed the entire field of ordinary working 
expenditure in detail. The main feature in the trends of 
expenditure is the immoderate increases which characterized 
many of the items. The real increase, when the monetary 


* The subject of fuel consumption in relation to operating factors is discussed in 
some detail in Chapter X infra. 
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expenditure is converted in terms of purchasing power, is 
even greater than the figures suggest on account of the decline 
in general prices since 1924, _ Before pronouncing an opinion 
as to the justification for the increase in working costs since 
that year, two facts must be borne in mind. Firstly, Indian 
railways, as we have seen already, extended their net and the 
entire system was larger in size by 1932 than it was in 1924. 
Obviously the cost of maintenance would be higher for a larger 
system. Secondly, railways constitute a commercial under-taking 
on which expenditure varies with the volume of transportation 
effected. The increase in the cost of working must, therefore, 
be appraised in the light of the business done by railways. 
As to the first, we have already seen, that many of the 
new lines constructed since 1924 proved financially unsuccessful. 
Their current maintenance and upkeep consequently became 
a drain on the parent lines. The effect of the enormous open 
line capital expenditure has been even more insidious. It 
was on a larger scale and less amenable to control. Part of 
the increase in current maintenance and operation may surely 
be attributed to the effect of these two factors. 
Thaepount of business done by railways during 1924-37 
has not been such as to justify the extent of increase that 
occurred in working costs. ‘The abnormal inflation in the cost 
gof general administration has already been commented upon 
in detail. One would usually look for a comparative decrease 
under this head with every increase in transportation. It 
is impossible to justify so considerable a rise either from the 
trends of -gross earnings or of passenger and goods earnings. 
Nor does the volume of traffic handled offer an adequate ex- 
planation. Enough has been stated in the foregaing para- 
graphs to indicate the nature and extent of,the increase under 
the individual items. 

In an essentially financial review it is not possible to examine 
the wisdom of certain classes of expenditure. Money may 
be spent under certain heads which may not bring in a direct 
financial return, but may be valuable in increasing the efficiency 












pe ral i ion or the relations with the public 
cultivating their goodwill. Large sums of money were 

spe t — the post-separation period in providing increased 
p: amenities to the travelling public. Such expenditure would 


* — of — and thus proving, at a time of severe 
p- competition with road transport, no less important than ex- 
~ penditure from which a definite return is expected. There 
a was during this period, as will be shown later, a general advance 
A in the efficiency of operation. But the rise in the cost of 
operation has been substantially higher than the ascertainable 
= enhancement of operating efficiency. 
| In the course of our survey attention was drawn to the 
differences in the performance of state-managed and company- 
' managed railways. The student of railway economics inclined 
to the view that, whatever the merits of state operation, 
private management always scores in point of efficient and 
economical management, will experience a shock on Seeing 
the record of some of the company-managed lines. It is likely 
to be, lessened when he considers that even so distinguished 
an advocate of company management as the late Sir William 
Acworth could, in the report of his committee, find “little to 
differentiate between state-managed and company-managed 
railways in India. In fact, one has to turn to the B.B.&C.L., 
whose incentive was stimulated by the prospect of earning 
much more than the interest guaranteed by the State, or the 
B.&N.W.—a purely private company—to see what private opera- 
tion under better circumstances could achieve in this country. 


The trends of railway expenditure suggested greater effective- . 
ness of financial control on state-managed lines. This lends 
support to the view that the company-managed railways did 
not fall so readily into line with the policy of reducing ex- 
penditure as state-managed lines. While there could have 
been no opposition to the policy on the part of the company- 
managed railways, railway managements standing on their 
contracts and responsible to their boards in London respond 
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differently from a*State department which has to carry out 
without question the decisions of the Finance Member. Hence 
must have occurred the tardiness exhibited by the trend lines 
of expenditure on the company-managed railways during 
the depression period. This position was far from satisfactory 
‘as the company-managed lines had taken advantage of the 
approval of the State to “embark on increased expenditures 
while they were less inclined to decrease them at a time of 
financial stringency. 3 7 


The present study of railway expenditure emphasises another 
aspect of railway operation. It was expected that the separa- 
tion of the railway budget and the principle of treating rail- 
ways as a commercial undertaking would provide adequate 
incentives for efficient and economical working. The record 
since 1924 appears to be that railways have been operated 
in a manner more akin to a public works department than 
a commercial concern. Thus during the pre-depression period 
the breezy optimism which characterized the policy of capital 
expenditure must have infected the attitude towards revenue 
expenditure policies as well. Railway managements which 
unde ok the construction of stations, workshops and mar- 
shalling yards to be, in the words of the Wedgwood Committee, 
‘the last word in railway technique rather than on a careful 
calculation of probable requirements’ and the introduction 
of a signalling system ‘more expensive than the circumstances 
have justified” did not exhibit the business sense that was 

= expected of authorities operating a commercial undertaking. 
A The cost of maintenance of structural works was found to 
bo in excess of the increase in the length of track. The same 
story is also told by the other abstracts of railway expenditure. 

In the case of locomotives, carriages and wagons (Abstracts 

B and C), the Wedgwood Committee found in 1937—more than 

six years after the economy cam paien had been started— 
‘room for substantial economy’. The stock of locomotives, 
they stated, was excessive. The disparity in the demand for, 

and the supply of, passenger accommodation has already been 
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discussed, earlier.” The stock of wagons was also ex- 
ive.“ “Whe mischief does not stop with the initial ex- 


Pe penditure in acquiring them. Their worst feature is the ex- 
id -cessive cost of maintenance and —— with which railways 
have been burdened.” 

The knowiedge that the State was behind them must have 
weakened the profit-earning motive of state-managed railways. 

The financial administration of railways during the depression 
period betrayed a reluctance to face facts and a total unprepared- 

ness to effecf'a thorough-going overhaul of railway expenditure... 
Railway managements preferred rather to postpone dealing with 
the urgent problems than to tackle them effectively. Their 
record on the whole was not unlike other Government depart- 

ments, and entirely different from that of a business concern 
which finds itself in a similar plight. 

The fact that even the company-managed lines which were 
more commercial in theit outlook in the past have not acted 
differently from the state-managed railways probably suggests 
that the policy of state operation so unequivocally accepted 
held out no future to them. They looked forward to being 
taken over by the State on the expiry of their contracts. The 
separation of railway finance and the reorganized Saiieny 
Board made no change in their position under the contracts. 
So long as they enjoyed the guaranteed interest on their 
private investment they had little to worry about, unless the 
prospect of getting surplus profits—that is, in excess of the 
guaranteed interest— persuaded the companies to exert a 
pressure on growing expenditure. 


The association of the State in an enterprise of this kind 

- always creates complications, and the special conditions pre- 

vailing in this country need to be discussed separately. It 

seems fair to conclude that, judged strictly from the point 

of view of business principles of operation, a change in financial 
— and direction seems to be indicated, 
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* We gwood Committee Report, para 4, p. 28, - 
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On final analysis, cost is a product of labour and material 
charges. Of these two, the former has gone up during recent 
years, offsetting not only the decrease in the latter, owing 
to lower prices, but representing a substantial net increase. 
The cost of railway personnel, therefore, calls for examination. 
The period under review was one of general improvement of 
standards of pay and working conditions. The policy of the 
State to bring railways into line with the principles accepted 
by Government as a party to international agreements on 
labour standards and in response to domestic pressure, imposed 
on railway administrations obligations over which they had 
no control: In view of the importance of the subject, the 
developments since 1924 are treated separately in a later chapter. 
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— — CHAPTER VIII 
- RAILWAY EXPENDITURE : DEPRECIATION 


Importance of adequate provision for depreciation. Existence of renewal 
funds prior to 1875, 314. Effects of neglecting depreciation during the last 
-~ war; observations of the Acworth, Hailey and Inchcape Committees, 315. 
The Depreciation Fund Committee, 316. Principles of the depreciation fund, 
$17. The earlier system, more conservative, 321. Procedure on company- 
managed railways, 322. Minus balances under certain assets, 326. 
Dickinson’s enquiry and conclusions, 329. The Railway Retrenchment Sub- 
Committee’s views, 331. Overcapitalization and other criticisms, 332. 

Problems raised since 1924 : (a) Contributions not excessive, 334. (b) Assumed 
life not too low, 335. (c) Principles of allocation, 336. (d) Detpreciation 
provision not adequate, 338. (e) Provision for amortization, 340. 
(f) Depreciation accounts, 343. 

Present system, the main features, 345. Percentage basis not satisfactory, 346. 
Other changes, 348. Change in the status of the fund, 349. Raiding of 
the fund to finance the railway deficits; the moratoria, 352. Policy of 
the State not reassuring, 353. | 


ADEQUATE provision for depreciation is vital to the financial 
integrity of a commercial undertaking. The cost of current 
repairs to, and maintenance of, assets in proper condition is 
usually met from revenue, but renewals and replacements of 
whole assets which go out of use render a separate provision 
necessary. The preservation of capital intact and without 
impairment on account of wear and tear or other causes also 
makes it imperative that an adequate reserve is built up. 
.. The precise relation between current maintenance and renewals 

has always been a point for-nice distinction, but there has 
been even greater controversy on the practical aspects of cal- 
culating the provision for depreciation. 

Indian railways under the influence of the British practice, 
had taken into account the factor of depreciation, and prior 
to 1875 renewal funds existed on several of the old guaranteed 
companies.! In that year, however, the Secretary of State 
on the representation of the Government of India, decided 
that the continued maintenance of such funds was undesirable, 
because, having regard to the terms of the contracts with 


t Depreciation Fund Committee Report, 1922-3, p. 1, 
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those companies, their existence led to results unfavourable 
to the State. With the gradual acquisition of most of the 
railways by the State and the substantial variations in the 
contracts with the companies working them, the position 
gradually became modified. The absence of the provision 
for depreciation was keenly felt during and after the last war 
on account of the unavoidable postponement of renewals and 
replacements of permanent way and rolling-stock. The policy 
adumbrated in 1875 had continued all through, and only in 
the case of the B.&N.W. and R.&K., which were private 
companies, was a departure permitted during the war to 
establish renewal reserve funds by debiting the revenue account 
for the period with the proper liability in respect of renewals. 
How serious the rehabilitation problem appeared in 1920 
and how strongly the Acworth Railway Committee animad- 
verted on the policy of Government regarding the provision 
for renewals have already been referred to in the opening 
chapter. The committee deplored the failure to establish 
a reserve fund which could have been drawn upon when mate- 
rials were available. Recommending the adoption of com- 
mercial principles of accounting, the committee stated that 
‘by the time the useful lite of an asset . .. has expired, its full 
original eost should have been written off out of revenue.” 
The Hailey Committee also discussed this question in their 
report and observed : 
‘We consider that the present method of providing for depreciation not 
by a proper depreciation fund, but by allotting each year a grant from 
revenue for expenditure on renewals and replacements is open to many 
objections. We, therefore, recommend that carly steps should be taken 
to calculate the rates of depreciation which should be allowed for the various 
classes of railway plant and material in order that the recurrence of the 
deterioration which has taken place in recent years may be avoided and 
depreciation for renewals and repairs (sic) provided for automatically.” 


The Inchcape Committee, endorsing in their report the same 
proposal, said that it should be laid down that each railway 


t Acworth Committee Report, para O7, p. 30. 
3 Hailey Commitice Report, para 14 





ld make adequate provision every year for the maint ce 


2 and renewal of its permanent way and rolling-stock and that 
the funds so earmarked should be debited to working expenses 


and carried to a suspense account, which could be drawn upon 
when necessary to meet current requirements and expenditure, 
the balance being carried forward from year to year.* 


DEPRECIATION FUND COMMITTEE 


In 1922 the Railway Board had already constituted a Depre- 
ciation Fund Committee to examine the problem of depreciation 
accounting® for Indian railways. The committee, after making 
a detailed investigation into all aspects of the question, esti- 
mated the provision for annual depreciation in respect of 
wasting capital assets on 31 March 1922, at Rs. 12°26 crores, 
and the arrear depreciation at Rs. 19°95 crores, They re- 
commended that the annual normal depreciation of the wasting 
capital assets should be calculated on the basis of the esti- 
mated economic or functional life of each class of asset and 
replacement prices, on the assumption that an equal part of 
the life of the assets expired each year. In the case of new 
lines a progressive rate of depreciation charges was laid down. 
For the existing lines the committee proposed the institution of a 
fund on each railway to be drawn upon by the administration as 
if the amount had been separately invested by it. As regards 
arrear renewals and replacements, the money’ was to be provided 
‘from borrowings, repayable from revenue on an annuity basis. 


These recommendations were not accepted in full by the 
Government of India and their final decision, in consultation 
with the Secretary of State, differed in certain material respects. 
The alterations proposed in the rules of allocation of expen- 
diture between capital and revenue could only be introduced 
on the state-managed i:ailways. Difficulties wero experienced 
in applying the Depreciation Fund Committee’s , proposals 
to the company-managed railways. A re-allocation of capital 

* Inchcape Camnenities Heport, para i p. 93. 


* A brief ‘reference and the principal recommondations of 
the committee is given in the appendix. 
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and — on the company-managed lines would, unless 
the terms of the contracts were modified by negotiation with 
the companies, have affected the financial interests of the 
State. it was, therefore, decided that the position of the 
company-managed railways should not be affected but provision 
was made to include them aiso in the Government accounts,’ 
On 1 April 1yz4, tne tormer system ot expenditure on renewals 
and replacements direcuy Irom revenue voted from year to 
year Was apanduned ana tne depreciauion fund was established 
tor ail the State-owned railways as part of the new regime 
under the Separation Convention. à; 


PRINCIPLES OF THE ‘DEPRECIATION FUND 


According to the rules governing the depreciation fund, 
the assets or the railways were broadly divided mto two parts, 
wasting assets and non-wasting assets. nto tne latter category, 
for exampie, was placed land, which did not waste. Such 
assets OL railway property as the permanent way, bridges, 
rolung-stock, buuuings, etc., did wear out and provision was 
to be made lor only these classes ot assets. Both the character 
ot the assets and their estimated lives were worked out in 
detail and incorporated in the rules.” | 

‘he principies of depreciation accounting were stated as 
follows : 

(1) he depreciation fund was intended to provide for the original 
cost of each particular unit of wasting asset, by the time its useful life had 
expired, and the contribution was the total cost divided by the prescribed 
life, Consequently, the provision continued during the whole period of 
its prescribed lite and ceased at the end thereof, irrespective of when it 
was replaced. 
® Tho main reason for the differential treatment in the case of the company-managed 

railways is that tho contracts with them make the excess cost of replacement of liko by 


like a debit against revenuo and not capital. If the treatment of appropriations from 
the fund in tho case of the company-managed railways were assimilated to that for the 


state-managed railways, two sets of capital accounts would have to be kept, a procedure 
which mignt lead to confusion. In working out the Government share of surplus profits * 
of, and ernment contributions, guarantees cto., to, the company-managed railways 


and branch lines, the de jation fund transactions with respect to them are ignored 
and catculations made as before tho institution of the fund.—sSee Railway Audit Report 
1929-30, p. 79, 

? Railway Account Code Vol, I, 1932, pp. 1-5, 103. 









of the article — found from the depreciation -fund and the difference 
between the original cost and the replacement cost was debited or credited 
to capital according as the cost of replacement was more or less than the 
1 cost. 
J > 43) The depreciation fund dealt only with whole units and the annual 
= contributions from revenue were based only on these. Similarly, it was 
only when whole units were Replaced that the cost was charged to revenue 
along with ordinary repairs. 

(4) As the depreciation fund did not — for non-wasting «assets, 
such as land and works, technically described as formation (earthwork, 
tunnels, walling and side-drains), it was considered preferable in the event 
of large expenditure in connexion with individual cases, to make special 
arrangements for the expenditure, such as borrowing from the depreciation 
fund or from capital and recouping the expenditure by equated payments 
from revenue spread over a series of years. No provision was made for 
fencing and ballast as the expenditure on their replacement did not vary 
from year to year and for other assets on the ground that they had so long 
a life that it was not necéssary to provide in the fund for their replacement." 


The classes of assets affected and their estimated life were 
as shown in the accompanying table. 
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TABLE 84. DEPRECIABLE ASSETS AND THEIR ESTIMATED LIPE* 


Normal life 
Class of asset years Unit 
(1) Bridgework—steel-works 60 (a) An entire span of girders. 


(b) Steelwork on an individual 
bridge originally costing 
more than Rs. 10,000, 


(2) Bridgework—masonry 125 An entire abutment, pier or arch. 
(3) Permanent way—rails and 60 Rails and fastenings. 
fastenings 
_ Points and crossings 40 Points and crossings. 
(4) Permanent way—sleepers, 15 Sleepers, wood, 
wood 
(5) Permanent way—sleepers, 40 Sleepers, cast iron and ferro- 
s cast iron and ferro-concrete  gonerete. 
. 6) Permanent way—sloepers, 30 Sleepers, steel trough. 
stecl trough 


* Railway Account Code, 1932, Vol. L, pp. 4-6. 


* Financial Commissioner's Review 1034-5, pp. 43-4. 
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J Normal life 
Class of asset years Unit 
(7) Buildings—masonry 200 (a) An entire building. 
(b) A part of a building when the 
part originally cost more@than 
Rs. 25,000. 
(8) Buildings—all others 50 (a) An entire building. 
(b) A part of a building, when the 
part originally cost more than 
- Rs. 25,000. 
(9) Station machinery 40 An entire* unit of station 
machinery. 
(10) Plant 20 An entire unit of plant or an 
2 entire machine.* 
(ll) Ferries 40 Anentire vessel, engine or boiler. 
(12) Rolling-stock—locomotives, 35 (a) An entire engine. 
engines and tenders (b) An entire tender. 
(13) Rolling-stock—locomotives, 25 An entire boiler. 
; boilers 
(14) Rolling-stock—carriage and 30 An entire vehicle. 
wagon—coaching vehicles 
(15) Rolling-stock—carriage and 40 An entire vehicle. 
wagon—goods vehicles ; 
(16) Motor vehicles—rail 20 An entire vehicle. 
(17) Motor vehicles—road 10 An entire vehicle. = 
(18) Electric instruments and tele- 15 All articles. 
phones 
(19) Electri¢ power stations and 30 (a) An entire building. 
sub-stations—buildings (b) A part of a building, when the 
' part originally cost more than 
Rs. 25,000. l 
(20) Electric power stations— 20 An entire unit of plant or an 
plant entire machine. 
(21) Electric locomotives 35 An entire locomotive. 
(22) Electric overhead equipment 50 All articles 
of track 
(23) Internal electric wiring of 10 25 per cent or over of the 
buildings complete installation in any 
one building. 
-* Loose hand tools do not constitute a unit. 


The depreciation fund bears the cost of building an engine if undertaken as one 
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“Electric motors 10 An entire motor. 
5) Electric | fans (ceiling, desk 25 A complete appliance, 





and bracket) 
a Domestic and office electric 5 A complete appliance. 
appliances other than those 
mentioned in 25 above, e.g. 
electric radiator 
The depreciation fund was maintained and operated on 
these principles, without changes in essentials, from 1 April 
1924 to 31 March 1935. It should be observed that the system 
as finally adopted made no provision for the arrears of de- 
preciation. The question was considered at the time of its 
inception, but the problem of ascertaining what would have 
been the balance in the depreciation fund if the fund had been 
started from the opening of each line was too laborious a task 
to be attempted, and even if that had been done, it was doubtful 
if any result approaching accuracy would have been reached. 
If there was no attempt to work the theoretical arrear depre- 
ciation, some estimates of the arrears and renewals were avail- 


_able. The Depreciation Fund Committee’s figure of Rs. 20 


crores, on 31 March 1922, took into account the immediate 
requirements of the principal railways for future programs 
owing to obsolescence, restrictions on renewals during the war 
period, ete. The Inchcape Committee having made an estimate 
of the amount by which expenditure on renewals during the 
war period fell short of what would normally have been spent, 
adopted a figure of Rs. 18°5 crores as the amount of arrears 
which railways should pay into a reserve in about five years. 
After a careful consideration, the Government of India decided 
not to impose on railways the responsibility to provide within 
a fixed period for the arrears, in view ofthe fact that the reserve 
to be built up under the convention has, as its first charge, 
the liability of making good arrears of depreciation. 

The effects of the new depreciation accounting system 


are best discussed in the light of the character of the changes 
* 
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they represented on the older system. The institution of the 
depreciation fund meant not only the emergence of a new 
factor in working expenditure ; under the rules adopted, it 
also affected the capital account of the railways. On the 
expiry of its life, an asset may, on account of improvements 
in technique and the progress of invention, be replaced by a 
more efficient and expensive unit. In such a case the cost 
of the original unit will be charged to the depreciation fund 
and the additional cost attributable to the greater efficiency 
of the new asset to capital. But in replacing an asset by a 
like asset, the prevailing costs have an important bearing. If 
the price level remains unchanged, the “procedure is simple ; ; 
the cost of replacement will be met from the fund. 
But prices of materials and labour do change, and in 
the event of a variation, the problem arises as to what will 
be the charge to working expenses, revenue, through the de- 
preciation fund. The question becomes specially important 
during a period of higher prices, when the replacement of an 
asset by a like asset involves a larger outlay. The practice 
followed prior to the institution of the depreciation fund was 
based on the principle of charging to revenue the entire cost 
of replacing an asset by a like asset. It was promulgated in 
the Secretary of State’s Despatch, No. 17, so long ago as 
9 March 1864 in the following terms : 

‘(a) There can be no doubt that the expenses of an additional length 
of railway, of the doubling of an existing line, of the original construction 
of any work including that of those intended to be only temporary, as well as 
of all additions to existing works, ought to be charged to the capital account. 

= *(6) When new lines form a junction with an existing railway, the 
expense of the junction and all its concomitant appliances of stations, 
sidings, signals, cte., is properly chargeable to capital account, and the 
cost should be divided in such proportion as may be fair between the two 
railways for whose mutual and joint benefit the junction is made. 

‘(c) The cost of additional stations and of any important building 
not previously contemplated, which is added to an existing station should 


be charged to capital account. 
‘(d) The cost of maintaining in a proper condition the ‘works when 
completed must be charged to the revenue account, but if any extraordinary 
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* Ara 
casua jy should — PAR as the destruction of a bridge by flood, the 


case 1 must be regarded | as exceptional, and the cost of construction or re- 
aa cement must be charged to capital or revenue, or divided between them, 
eg — be deemed proper, according to the cireumstances of the case 

= ‘(e) In relaying rails, if the original rails have proved too light and 
additional strength in weight of iron „or steel be required, the capital 
- account should bear the difference between the cost of the new and improved 
rails and that of replacing the old rails by rails of similar character, revenue 
being chargeable for relaying and all other expenses. The same principle 
should be applied to replacing by iron sleepers those of wood originally 
laid down, 

‘(f) In the locomotive stock, capital ought to bear the first expense 
of any addition which may be made to the existing stock and of any im- 
portant improvement or alteration which may be made in the same, as 
well as of machinery which is absolutely new, and not merely in replace- 
ment of old : but all repairs and less important alterations of the existing 
stock of engines, carriages or wagons already paid for and handed over 
for working purposes should be charged to revenue. The rolling-stock 
and plant, after being once paid for from capital, must be kept by revenue 
to its full complement. 

‘“ig) In no case should the cost of mere appurtenances of stock, after 
the opening of a line, or of a charge such as the substitution of one mode 
of lighting for another, whether in engines, carriages, stations, signal 
lamps, the cost of which has already been paid for out of capital, be admitted 
as capital expenditure. These properly belong to the traffic revenue 
account.” s 








These principles as —— in practice implied that, broadly 
speaking, revenue should pay for the cost of replacing and 
renewing property to the same standard of efficiency as before. 
Only genuine improvements should be charged to capital. 


PROCEDURE ON COMPANY-MANAGED RAILWAYS 


The procedure on the company-managed railways till their 
acquisition was regulated on these lines. According to the rules 
governing the accounts of the company-managed railways, 


I. Capital bears 
(i) the cost of the first construction and equipment of the line ; 
(ii) the cost of maintaining a seotion of the line not opened for 


traffic; 


* Quoted in An Introduction to Indian Government Accounts and Audit, 1990, pp- 267-8, 
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(iii) the cost of new works, of additions to rolling-stock, plant and 

machinery, when estimated to cost more than the new 
minor works limit ; 

(iv) such portion of the cost of the renewal, replacement or sub- 
stitution of an existing work as may be attributable to a 
permanent addition or substantial improvement in its charac- 

' ter and object, provided there shall be no charge to capital, 
unless the cost of renewal, replacement or substitution be 
in excess of the original cost of the work by more than the 
new minor works limit ; | 

(v) * charges for land taken up permanently, whether required for 
capital or revenue works. * 

Il. Revenue bears 

(i) all charges for maintaining and working the line open for traffic ; 

(ii) the cost of purely temporary or experimental work of the 
open line ; . 

(iii) the cost of minor additions or improvement involving an 
expenditure within the new minor works limit ; 

(iv) the cost of renewal, replacement or substitution of an asset, 
which does not involve a permanent addition or substantial 
improvement in the character and object of the original 

A asset ; 

(v) such portion of the cost of replacing a work by another involving 

a permanent or substantial improvement as may not be 
chargeable to capital according to I (iv) above ; 

(vi) dismantling charges, and all charges on account of freight on 

material from depot to site and loading and unloading charges 
except in connexion with works chargeable wholly to capital.” 


That a really conservative attitude had been adopted is 
clear from these rules. Thus, if light rails and points and 
crossings are replaced by heavier rails, points and crossings, 
capital will be charged with a portion of the cost of the new 
materials proportionate to the excess weight by which the 
new rails, etc., exceed the old rails, etc. If old girders are 
replaced by new and heavier ones capital should be charged 
only with that portion of the cost of the new material which 
is proportionate to the excess weight of the new over the old 
Similarly as regards locomotives, tenders, goods stock 


girders. 


19 Railway Accounts Code, Vol. I, 1932, pp. 38-9. 
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and coaching E EERTE were elaborated to as 
“tain n tł > extent of the improvement." 

Fl Piss: fares sd cost of replacing an asset by a like — 
during a period of higher prices would under these rules be 
* os charged to revenue or working expenditure. In this respect 
Y $ the depreciation fund rules marked an important departure. 
As the cost of replacing an article could never be known at 
= the time it was purchased, it was considered impracticable 
= to adopt the principle of replacement value. It was, there- 

fore, decided to accept the recommendation of the Acworth 

Committee, and what is taken as the ordinary commercial 

practice, of basing the contribution on the original cost of 

the asset. That this results at a time of higher prices in an 
increased debit to capital was aa an E As the Railway 

Board themselves stated : 

‘Tt has been estimated that the application of these principles in the year 
1921-2 would have resulted in the transfer of approximately Rs. 3 crores 
from revenue to capital charges on all budget (State-owned) railways, but. 

. we propose to confine these proposals to State railways on which the 
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n Thus in regard to replacement by locomotives of increased tractive power, the 
formula was : 
Tractive power—D = Diameter of cylinder in inches. 

P=Mean preasure of in cylinders in lbs. per sq. inch taken 
at 85 per cent of the maximum boiler pressure “for superheat- 
ed engines and 75 per cent of the maximum boiler pressure for 

x saturated engines. 

L=Length of stroke in inches. ` 
W=Diameter of driving wheel in inches, 

T= Tractive force on rails in lbs. 

IY PL 
RS. 
If T,=Tractive force of the old locomotive and T,=Tractive force of the new loco- 
motive, ' tho proportion chargeable to capital will be 


ah x cost of new locomotive. * 
In regard to goods stock, if C, is the carrying capacity of the old stock and ©, the 
carrying capacity of the new, the proportion chargeable to capital will bo 


58 x cost of new stock. 


As regards coaching stock, the floor area is taken as the principal factor. 
If A=Cost of new stock (exclusive of improved appliances, viz., gas and electric 
lighting, vacuum brakes, and intercommunication tus), 
B = Cost ot improved appliances as above, loss cost of appliances put out of use, 
X= Floor area of condemned stock, 
Y= Floor area of new stock, 
Y-X 
the proportion chargoablo ta capital is Ax 
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additional debit to capital would have been less than Rs. l crore. Against 

this, however, there will be a reduction in the charges which under the 
present rules go against capital. ... The cost of replacement of other than 
complete units would go entirely against revenue and would not be distribut- 
ed between revenue and capital. Further, any increase in capital charges 
will be counterbalanced in time by the provision for writing down of capita! 
when articles are replaced at a lesser cost than the original and when works 
are entirely abandoned.’ 


TABLE 85. APPROPRIATIONS TO AND FROM THE DEPRECIATION 
FUND* 
(STATE-OWNED RAILWAYS) 


i 


(In crores of rupees) À 

Appropria- Net Nominal Actual 

tiontothe With- accretion closing Temporary closing 
Year fund drawals balance loans balance 
1924-5" 10°35. 7-29 3-06 3-06 a ® 3-06 
1925-6 3 10°67 799 2-68 574 T 574 
1926-7  , 10°89 8:05 2-84 8-58 ; 8-58 
1927-8 ' 11-38 10:95 0'43 901 i. 9-01 
1928-9 . 12°00 9°60 2°40 11-41 i 11-41 
1929-30 12°59 11:76 0:83 12-24 ži 12-24 
1930-1 13-07 11:39 1-68 13°92 y 13:92 
1931-2 13°46 8°26 5°20 19°12 4°25 14:87 
1932-3 13-77 6°35 7°42 26°54 0:23 12-06 
1933-4 13°56 8:07 549 32°03 7:96 9:59 
1934-5 13-72 8:66 506 37°09 506 9°59 
1935-67 13°26 16 4°10 41:19 4°00 9°69 
1936-7 3-17 738 5:29 46°45 1:21 16:19 
1937-8} 12°59 T° 69§ 4°90 49°90) T 19-61 || 
1938-9 12-56 T08 5-48 55°38 oF 25°09 
1939-40 12°59 653 6°06 61-44 wn 31°15 
1940-1 12°64 719 S45 66:89 F 36°60 
1941-2 12°68 5:35 7°33 74°22 —7-91 51:84 
1942-3 12°80 4°95 7°85 82:07 — 22°38 82:07 


* Figures taken from Explanatory Memorandum to Railway Budget. 
t Under new rules. z 

į The figures of the Burma Railways excluded from this year. 

§ Inoluding Rs. 37 lakhs written off capital on account of abandoned asseta, 

|| Excludes Ra, 148 lakhs balance for the Burma railways. 

The annual appropriations to and from the depreciation fund 
on State-owned railways during the period 1924-43 are given in 
Table 85. During the first seven years, the withdrawals amount- 
ed to a large proportion of the appropriations to the fund, and 


the net accretions during each year amounted to about Rs. 3 


u Financial Commissioner's Review 1034-5, p. 46, 






å 





‘the 


fund 1 owed ‘renewals Sad replacement were kopt do 
to such an extent that the net accretion increased to Rs. 
crores and more. The effect of underspending is shown by 
the fact that the nominal closing balance of 1930-1 almost 


doubled in two years and approached treble the figure of 1929-30 


in four years.. The actual balances were, however, much less, 
since, with effect from 1931-2, after the depletion of the reserve 
fund, large amounts were withdrawn from the depreciation 
fund to finance the deficits. 


MINUS BALANCES 


Within a few years of the inception of the depreciation 
fund arose a situation which called attention to the limita- 
tions of the system. In making withdrawals from the fund 
for the renewal of assets, no allowance, as. already stated, 
was made for the life already expired before the fund was 
created. Asa result of this the arrears of depreciation had to be 
covered by the ordinary contributions. The appropriations to 
and from the fund during 1924-30, shown in Table 86, revealed 
that the fund was overdrawn on two railways, the M.&S.M. and 
S.I. Apart from this, the fund was overdrawn under certain 


TABLE 86. DEPRECIATION FUND TRANSACTIONS 
APPROPRIATIONS TO AND FROM THE FUND DURING 1924-30* 
(STATE-OWNED RAILWAYS) : 


(In lakhs of rupees) 


Railways To From Balance 
Burma 2,67°92 2,20°05 40°97 
E.B. 4,7456 3,0361 1,7095 
E.L 12.36: 34 9,72°40 2 63°04 
G.L P. 9,40:20 8,8680 53°40 
N.W. 13,78:37 9,90- 60 3,8777 
B.N. 6,85°14 53884 1,46°30 
B.B.&C.I. 7,19°45 5.0043 1,53-02 
M.&S.M. 4,85°53 4,97°29 — 1176- 
SL 3,2191 3,33:46 = 11°55 


* Railway Audit Report 1929-30, p. 80. 
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assets also. As the appropriations: to the fund were made 
on the basis of the different classes of wasting assets, the with- 
drawals from the fund to meet the- cost of the renewals of 
certain assets whose life had been exhausted were greater 
than the appropriations to the fund itself on their account. 
Although a net debit balance was shown, as may be seen from 


the figures summarized above, against only two railways, 


other railways were also affected under particular assets. The 
most important of such cases was presented by the permanent 
way. The details presented in Table 87 show the appro- 
priations to and from the fund under this asset. Throughout 
the period—1924-35—the provision under this head was over- 
drawn. Not only was this the position in the aggregate, minus 


-balances occurred on most of the railways. 


TABLE 87. DEPRECIATION FUND TRANSACTIONS UNDER 
PERMANENT WAY* 
(In lakhs of rupees) 


Appropriations Appropriations Total balance 

Year to the fund from the fund : 
1924-5 1,87°60 $,04°82 —1,17°22 à 
1925-6 3,23°12 4,0929 — 2,0339 
1926-7 3,3840 4,2391 —2. 88°90 
1927-8 $.51°73 6,4745 — 5,8462 
1928-9 3,7812 4,60°51 — 6,7301 
1929-30 3,9887 4,82°65 — 7.56.79 
1930-1 4,31-84 4,4133 — 7,6628 
1931-2 4,4877 4,48°08 —$,23°28 
1932-3 4,59°29 466° 16 —8,30°15 (864-03) 
1933-4 4,7680 3.0475 — 601-98 
1934-5 489° 46 3,7445 — 5,76°97 


*These figures, from 1924-31, are taken from the Railway Audit Report 1930-1, p. 98. 
The figures for the subsequent years are takon from the Appropriation Accounts for cach 
year. There is a difference in the closing balancé stated in the Railway Audit Report and the 


opening 


The ec 


include 


balance in the Appropriation Accounts for 1931-2 which is Rs. 8,23°97 lakhs. 

for 1933-4 and subsequent years 
ng balance inchiuding the figure for the Strateg 
within brackets, 


Strategio railways also. 


ic railways for 1932-3 is given 


One reason for this was supposed to have been the existence 
of considerable arrears of depreciation which might have had 
greater offect in the case of this asset than in the case of others. 
This cannot, however, be an adequate explanation as the 
appropriations to the fund were steadily increasing whereas 


>. 
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the minus balances were increasing at a much higher rate. 
_ The principal factor will be found in the capital program 
_ since the Separation Convention, which provided for a large 
number of schemes and main line renewals. In the course 
of the renewals program, heavier rails were substituted 
for lighter ones, which were employed in branch line con- 
struction or renewals. It would, therefore, appear that the 
rates of depreciation for assets under this head were inadequate. 


TABLE 88. DEPRECIATION FUND BALANCES AGAINST CERTAIN 
| ASSETS 1924-31 


(STATE-OWNED RAILWAYS) 
(In lakhs of rupees) : 


Appropriation Appro priation 


Class of Asset to the fund from the fund Total balance 
Permanent way 24,0968 31,7596 — 7 ,66:28 
Station machinery 3,13°56 1,23°37 1,90°19 
Plant 5,14°04 1,03°33 4,1071 
Carriage and wagon 19,2632 10, 18°36 9,07°96 


* Complied from figures taken from Railway Audit Report 1930-1, pp. 93-101. 


The argument for premature renewals also emphasises the 
fact that the existing procedure omitted to take into account 
the element of obsolescence, the need for heavier track, engines 
and the like.4* The position as regards the other assets is, 
however, different. Station machinery and plant, for example, 
indicated that the appropriations from the fund from year 
to year formed a low and exiguous proportion of the contri- 
bution to it and the final balances were in one case eight times, 


1 The Director of Railway Audit remarked: ‘How far these causes would serve 
to explain the minus balances undor “permanent way™ would have to be a matter of 
very detailed and expert enquiry. In one way, the methods of allocation tend to present 
the facts in the most unfavourable light. The preniature replacements carricd out during 
the past years have resulted in tho release of a large amount of material of considerable 
value which bas... been utilized in branch line construction. Under the rulos of allocation, 
the eredit for this material goes to revenue and not to depreciation fund, revenue 
making wp the full original cost of the asset in the depreciation fund over the term of 
life of the asset. Were the credits for the materials released by permanont way renewals 
within the past few years adjusted against the minus balance in the depreciation fund, 
this would doubtless be very much reduced, and it is doubtful whether in the circum- 
stances oxisti since the separation of railway finance from goneral revenues, the 
rule at present followed has been sound financial policy, resulting as it does in largo credite 
a — and a diminished depreciation fund balance." — Railway Audit Report 

+ P- 


96. 
M Railway Audit Report 1932-3, para 104, p. 34. 
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and in another more than twenty times the highest expenditure 
of any one year from the fund, The credit balances under 


carriages and wagons more than made up for the minus balances 


recorded under permanent way, and this might suggest either 
a low estimate of life or underspending. The matter was 
consequently a subject for expert enquiry since the same 
results may be produced by the expiry of life of the assets 
according to the rules, though the assets might be fit for service 
for some time longer.’ 


DIcKINsSON’s ENQUIRY 


Within two years of the introduction of depreciation account- 
ing, the entire system was examined in all its bearings by Sir 
Arthur Lowes Dickinson, who was appointed to enquire into 
the system of accounting, audit and statistics on Indian rail- 
ways. There were some at the time who maintained the 
view that inasmuch as the whole of the railway revenues, 
either directly or indirectly, accrue to the benefit of Govern- 
ment or of the travelling public by way of improved services 
or lower rates, and all additional capital is provided by Govern- 


ment, it is immaterial which method of depreciation accounting 


8 *But anything in the naturo of dogmatic assertion,’ stated the Director of Railway 
Audit, ‘is probably more dangerous here than anywhere else. The life of a coach or wagon 
is not necessarily expired when the full original cost has been contributed by revenue 
to the depreciation fund. The coach or the wagon may even after that dato be fit for 
service on the line, and it would not be oconomical financial policy to scrap a serviceable 
vehicle, morely because it has lived its life according to depreciation fund rules. If tho 
vehicle is replaced before it is scrappod or broken up, the replacement ts from the prac- 
tical point of view a premature one, Actually, it is the case that many vehiolos are running 
on the line after vehicles which . . . built in replacement of them have been placed on the 
lins as well, Thus, roplacemont of a coach or a wagon from the practical point of view 
can only bo considered as in arrears when the coach or wagon has been condemned and 
broken up and when nothing has-been placed on the line in its stead. It is, therefore, dan- 
gerous to ue from tho depreciation fund balances that roplacements are largely in 
arrears. Undoubtedly, on a number of railways, arrears of replacements do actually 
exist. But the condition of traffic and general financial stringency renders it unprofit- 
able at the present moment to carry out these replacements, It is impossible for the 
nonm-expert to state categorically that the lives of coaches and wagons have boen 
underestimated. All that can bo said is that the balances against this class afford some 
grounds for such an inference.... Probably, the only conclusion that can be drawn 
with any degroe of certainty in respect of this particular port ion of the depreciation fund 
is that when traffic revives there will be a considerable drain on the fund against this 
assot, and it may be that only after these event= have occurred will it be possible to form 
any correct conclusion regarding the accuracy of the estimated life and whother the balances 
are uate or excessive.’— Railway Audit Report 1930-1, para 219, pp. 90-7. 

i 1. cport by Sir Arthur Lowes Dickinson on the System of Accounting, Audit, and 
Statistics of the Railways owned and managed by the Government of India, 1926-7, herein. 
after referred to as Dickinson's Report, 
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r igi nal p cost or Sannt. EE S be adopted. 
kinson gave no encouragement to these theorists and he 
————— the importance of proper Nae laa accounting 
in the following terms : 


“the | importance of sound accounting principles cannot be overlooked. 
_ Expédiency should not be allowed to override the principle ; there is much 
to be said for the view that the railway property should be handed on 
from year to year intact, i.e., properly maintained in its original state, and 
the cost of this met out of earnings before net carnings are employed for 


any other purpose."!7 


Examining the relative merits of the replacement and the 
original cost principles for Indian railways, Dickinson observed : 


‘In such a large country with a dense population, great distances, with a rela- 
tively small milage of railways, and low rates, both for passenger and goods 
traffic, there is need for considerable railway extension which can perhaps 
be best carried out at first by a lower standard of construction to be improved 
gradually as the traffic increases. Under such conditions a most conserva- 
tive accounting policy should be adopted and considerable sums should be set 
aside each year to meet improvements and betterments in addition to provid- 
ing for the replacement of units by units of similar capacity as occasion 
requires, One important step towards such a policy is to charge all addi- 
tional costs of renewal and replacement due to higher costs to revenue 
instead of to capital; and a second equally important one is to charge 
also to revenue any such additional costs as~may be due to the necessity 
of maintaining the property in the highest state of efficiency required for 
modern conditions, but which may not correspondingly increase either 
traffic or carnings.''* } 


Dickinson found that in fixing the scales of the depreciation 
rates for each different class or structure and equipment, 
sufficient account was probably not taken of the factor of 
obsolescence.!® In some cases the estimated lives had been 
greater than would be justified. He, therefore, proposed 
that ‘no class of railroad property should be estimated to have 


* Dickinson's Report, Part I, para 278, p. 68. 
 Ibid., para 285, p, 69. The second step was mot by the torms of the convention © 
which provided for a reserve fund, but as the use of the surplus is restricted, Dickinson 
considered it desirable ‘to make a higher charges to revenue (which would reduce surplus) 
and to Tbe reo of the use of us for betterments as well as new construction. 
Be roca are 279, p. 68, Dickinson kinson said: “Tho railways of India have mostly been 
than 60 years and in other countries than 80, and during that 
Setiod ner the — in methods and consequent obsolescence have boon great.’ 
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a life of more than 50 years, and that in the case of electrical 
equipment this should be reduced to a maximum of 25 years.’*° 
A more conservative attitude was thus taken by Dickinson. 
towards the provision for renewals and replacements and this 
is maintained throughout in his report. The real commercial 
reason for providing depreciation is more important than the 
particular method adopted, he stated, because it 
‘provides a fund to mect any changes and reconstruction required to meet 
obsolescence, and enables a property to be maintained continuously in 
the highest state of efficiency without too great a strain upon the revenue 
resources of short periods. For this reason alone, the most conservative 
methods of providing for depreciation should be adopted.” 


His recommendations were, therefore, framed in this spirit. 
Besides proposing a return to the principle of meeting in full 
the replacement costs from revenue, Dickinson recommended 
an increased provision for obsolescence and betterments. Only 
the cost of excess capacity enabling increased revenue to be 
earned should be charged to the capital account. 

No action was taken on these: recommendations as they 
were to be examined by a committee of the Central Legislature, 
appointed in September 1928, to consider the revision of the 
convention. Meanwhile as the Assembly elections came in, 
the committee became functus officio on the dissolution of 
the Assembly and the Railway Member announced the post- 
ponement of the review of the working of the arrangements 
till the Indian constitutional issue was decided. Thus the 
problems were left undecided for an indefinite period. 

The abnormal deterioration in railway finance with the 
beginning of the depression in 1931 led to an enquiry into all 
aspects of railway working and discussions in connexion there- 
with gave a new turn to the attitude towards depreciation 
accounting. The Railway Retrenchment Sub-Committee, on 


* Ibid., para 250, p: 68, Dickinson stated : “The age of eleetricity les closely ahead 
and changes in eleetriocal methods appear to come rapidly. In fact, it is not many vearsa 
since leading electrical oxperts in the United States would not give any electrical appa» 
ratus a life of more than 10 to 15 years. There would seem to be reason to think that 
in leas than 50 years entirely different methods of transportation may be evolved which 
may rendor existing railways and their equipment to n large extent obsolete. 

+ Ibid., para 281, p. 68. 






mi 5 tion — annual appropriations to, and from, the 
ring 1924-32, found that in no year had payments 
en Short of withdrawals and that the surplus, already large, 
Sie tkely to be larger. On these grounds they said that it is” 
arguable that the payments to the depreciation fund are higher 
_ than necessary and that the assumed lives of the asset on which 
oh the contribution is based have been pitched too low.’ The 
= Posts and Telegraphs Accounts Committee, who had sometime 
| previously examined the question in connexion with that 
department, found that the charge of underestimation of 
lives was well founded and proposed a revision of the lives 
and a reduction of the contribution to their depreciation fund. 
But the Retrenchment Sub-Committee were not prepared to re- 
commend that course and proposed instead that the existing 
arrangements should not be disturbed until a special enquiry, 
to be instituted by experts, had gone into the estimated lives 
of railway assets. They concluded : 

‘We cannot overlook the fact that the contributions do not take into account 
obsolescence and that they aim at providing at the end of the assumed 
life only the original value of the asset and not the actual cost of replacement. 
We are convinced that, under any sound system of accounting, it is essential 
that proper provision should be made for depreciation of the property before 

arriving at the net receipts from working.” 


OVERCAPITALIZATION AND OTHER CRITICISMS 


in 1932, the Director of Railway Audit drew attention in his 

report to certain unwelcome features which had resulted from the 

. operation of the depreciation fund rules. He stated that there 

was a tendency towards overcapitalization under the depreciation 

accounting system and that ‘the growth of railway capital under 

a system by which all differences between replacement cost and 

original cost and all betterments are charged to capital, while the 

increasing total of the capital account is not checked through 

any scheme of amortization, would seem -to render advisable an 
early re-examination of the Separation Convention.’™ 


3 Railway Retrenchment Sub-Committee Report, a 19, 6. 
“= Railway Audit Report, 1930-1, p. 94. 4 prt P. 
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The Auditor-General in his comments on the Director's 
report impressed on Government the necessity to come to a 
decision as he found justification for believing that the existing 
rules led to ‘considerable inflation of the capital accounts’. 
‘If the future financial position of railways is not to be 
prejudiced,” he added, ‘it is necessary to ascertain the truth 
in connexion with this matter and to take necessary measures 
for the future.’ Further, railway legislation would have to 


define the financial principles of railway administration which 


called for a great deal of research work before a decision on 
complicated financial and accounting problems could be reached. 
He also doubted whether ‘these (depreciation) accounts suffi- 
ciently represent realities’ for it was suggested to him that 
‘it is questionable whether the maintenance of elaborate accounts 
in the present form really serves any essential purpose and that 
it would be more economical and might be as effective to 
maintain a general renewals fund built up by percentage con- 
tributions on the capital at charge.’** 

In February 1933 the Railway Member referred in detail in 
his speech introducing the Railway Budget in the Assembly to 
these criticisms and indicated that a thorough investigation 
of the questions involved was being undertaken. In the budget 
speech in the following year it was announced that the subject 
was reserved for discussion concurrently with the important fi- 
nancial questrons connected with the contemplated changes in 
the administration of Indian railways. The delay in dealing with 
the depreciation problem was commented upon by the Public 
- Accounts Committee of the Central Legislature and others.*5 

The main issues raised by the discussions on the principles 
and procedure connected with the depreciation accounting 
system of 1924 may be summarized briefly thus. 

(a) Contributions to the fund were excessive. 
(6) Assumed lives were too low. 
s“ Lotter from the Auditor-General in India to the Secretary to the Government of 
India, Finance Department, No. T.654, Rep./732, dated 28 June 1932, para 9, (b), (ce). — 


Public Accounts Committee Reports, 1930-1, Vol. 1, Part IT, pp. 53-4. 
1 Public Accounts Committee Reports 1932-3 and 1933-4, Vol. I, Part LI. 
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We may now proceed to discuss each ðf these contentions. 


= ' (a) Contributions excessive ? s 


The criticism that contributions to the fund were excessive 
is easily met.” The high balances in the fund from 1930 
onwards do not imply that the appropriations were based on 
an extravagant scale. Firstly, the fact that no provision 
was made for arrears of depreciation at the inception of the 
fund—which were estimated at nearly Rs. 20 crores in 1922 
—is enough to show that the balances in the fund have been 
necessarily below the value of the expired life of the present 
assets. Secondly, the balances themselves form only a small 
percentage of the total capital at charge.” Thirdly, the 
contributions are based on assets which are now in existence, 
whereas withdrawals are proportionate to the assets in exis- 
tence years ago, which are falling due for replacement or renewal 
now. In a rapidly expanding industry like the Indian rail- 
ways, the contributions: must necessarily be in excess of with- 
drawals. Fourthly,- the capital at charge increased by Rs. 
— 170 crores during the period 1923-32 and appropriations to 
the fund had to be increased by Rs. 3°42 crores. The newly 
created assets added by this expenditure may not require 
any expenditure from the fund for a long time to come, Fifthly, 
“ This point has been ably discussed by Sir P. R; Rau in his Financial Commissioner's 
Review 1932-3, pp. 3-6. 
1 The percentage for the years prior to 1931 varied from L3 in 1027-8 to 1°8 in 1930-1. 
There was an increase during the succeoding years largely due to —— —— low ox- 
penditure as a result of financial stringency, The average increase during tho first seven 
yeara was only at the rate of Ra. 2 crores a yoar; during the next three years it rose to 
t Rs. 6 crores a year, On the whole this does not appear to be excessivo as shown by the 
— balances of the four British railways which amounted to about 4 por cent of their capital. 


For furs het details, ROO Raus Review op. wite, and K. V. Iyer, Feeiluay Aceounts and 
a Finance, 1033, Vol. I, pp. 95-9. | 


as unsound and led to overcapitalization and therefore required 
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assets renewed during the last decade were purchased at in- 
flated prices and- contributions are based on the standard of- 
those prices. But the assets whose lives had expired were 
acquired at lower prices and under the rules only the original 
cost is debited to the fund, thus making the withdrawals 
exceptionally low. With a décline in prices the situation will 
be reversed and the withdrawals are likely to exceed the rate 
of contributions. Sixthly, certain items, strictly to be charged 
to the fund, escape under the depreciation rules of 1924. 
Since the rules provide only for the renewal or replacement 
of whole units the cost of partial renewals are charged to 
revenue, ‘Repairs añd maintenance’. As Dickinson rightly 
pointed out, an asset may be renewed partially and kept up 
many fimes during its life. The effect of this is naturally 
to keep down the appropriations from the fund. 

The effect of these tendenciés were to some extent com- 
pensated by two factors which pulled in opposite directions. 
The first,is that the railways had a comparatively ambitious 
program of works (including renewals) in the years imme- 
diately following the institution of the fund. In more recent 
years, the program of renewals suffered considerable reduc- 
tion but the scrapping of assets——particularly rolling-stock— 
without replacement resulted in large withdrawals from the 
fund. The second is the effect of premature renewals, specially 
of the permanent way, already referred to? 


(b) Assumed lives too low ? 


The question whether the assumed life of the assets was 
pitched too low cannot be answered readily. The life of an 


= The Wedgwood Committee supporting this view said: “The nominal balance 
of the fund has grown year by year. It has been suggested to us... that this ix evidence 
that the contributions made have been unduly high. We think this contention is 
mistaken, The depreciation fund, aot up ata period when the life of the assets to he covered 
had already in part expired, is necessarily an immature fund, and it is an inevitable charac- 
teristic of such a fund that the contributions for many years must exceed the outgoings 
if the fund is ultimately to establish itself as reasonably sound. This circumstance therefore 
affords no presumption that the contributions are unduly generous.” Wedgwood Com- 
mittee Report, para 208, pp. 125-6. * 

= Financial Commissioners Review, op. cit. The Financial Commissioner, Railways. 
observed that ‘under a mistakon interpretation of the rules, the original cost of the asset 
renowed was in all such cases debited to the fund even when the’ asset had not 
been disposed of, but merely transferred elsewhere; for instance, when a length of 
permanent way was removed from its original position and relaid ctsowhere on the line,’ 





n the — wear and tear in operation; the 
climatic condit ks "She di ree of progress in technique, and the 
i ition s of railway working and transport. But comparison 
wit! * standards adopted by foreign railways shows on the 
4; > that the life on Indian railways has not been under- 
estin Ad.. Taking the figures- adopted by the L.N.E.R. 
and the South African Railways, the comparison of certain 
items with the Indian scales stands as follows : 





T - Indian railways LN.ER.” South African 
AR = Life Life railways Life™ 
kz l years years y 
i Permanent way—rails and 60 Permanent way 214 Permanent way: track 30 
fastenings, including points Rails and fastenings 334 
and crossings Sloopors and fastenings 21 
Sleepers, wood, i5 
< T" Rp cast-iron and 4u n : 
ferro-nonerete 
wa stec! trough 30 | © 
 Letcomotives engines and 35 Locomotives 334 Locomotives, steam nnd 334 
tenders > (stcam ) electric 334 
Boilors 25 Carriages 30 Coaches and electric 33} 
Coaching vehicles 30 °° . motor coaches 
Goods vehicles 40 Wagons 30 Wagons 334 
Electric instruments anc I3 Electrical equip- 20 ‘Telegraphs and telo- 30 
telophones ment phones : poles, wires, ete. 
Plant 20 Workshop machi- 25 Instruments 10 
nery and plant ™ 
Motor weliclos, rod 10 Road motor 5S Machinery 20 
vehicles 


It should be clear from these figures that the charge of a 
lower scale of life values is not sustained, and that the Depre- 
ciation Fund Committee's estimates on the basis of the past 
experience on Indian railways compare very favourably with 
those in other countries. 


(c) Allocation unsound ? 


The principles ef allocation, of expenditure between capital 
and revenue and Dickinson’s criticisms have already been 
referred to. Sound and prudent finance has always been in 
favour of meeting the full costs of replacing an asset by a like 
asset from revenue. The Railway Rates Tribunal and the 
British railways have taken this view. On Indian railways, 
as we have seen, this was the practice until 1924 and this 
continued to be thé practice on company-managed railways. 


"CC. H. Newton, Railway Accounts, 1030. : 
“ South African Transport Conference, 1936, pp. 169-70. 
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On state-managed railways, with the institution of the depre- 
ciation fund, the principle adopted has been to charge only the 
original cost of the asset to the fund and the increase attributable 
to improvement and higher prices to capital. Over a long period 
of ups and downs in the price level there may not be much to 
choose between the two methods. The undesirable effects are seen 
particularly during a period of higher prices, when the replace- 
ment of assets involves a charge to capital which would, 
under the more conservative principle, be borne by revenue. 
Thus, according to the calculation made in 1929, owing to 
the change towards the original-cost basis of depreciation 
accounting in 1924, the higher charge to capital on account 
of the heavy renewals program during the post-separation 
period was over Rs. 2 crores per annum on all state-managed 
railways taken -together. During a period of attenuated pro- 
gram the amount will of course be less, such as during 
1936-7 when the amount was stated to be Rs. 82 lakhs.** The 
older method has received support again and the Financial 
Commissioner, Railways, outlining his proposals for placing 
depreciation accounting on a proper basis stated that it was 
‘certainly desirable to alter the rules so as to avoid the debit 
to capital of any charge where there is no improvement.’ But 
the question might be raised whether it was correct to charge 


to the fund anything in excess of the original cost—if the re- 


placement cost was higher—as the contributions to the fund 
were based jon original cost. As the Financial Commissioner 
observed, ‘Obviously the contributions to the fund cannot 
be based on the replacement cost of an asset for it is impossible 
for any one to foresee the level of prices that may exist when 
the asset is due to be replaced.’ On the other hand it was 
desirable to™have a system in which the allocation would be 
confined to capital and depreciation fund, without bringing 
in revenue into the transaction. ‘The simplest rule,’ he 
concluded, ‘is, therefore, to charge to the depreciation fund the 
cost of replacement by a like asset and to capital the balance. 


” Financial Commissioner's Review 1934-5, p. 50. 
13—1514B - 
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pan * 1, however, the cost of replacement by a like asset is less 
— than the original cost, the latter should be ie to the 
| | eciation fund.’ 

"The: effect of the adoption of this pioro i in a normal year, 
J is to reduce the expenditure debitable to capital by about 
: Rs. 15. crores and increase pro tanto the expenditure debitable 
J to the depreciation fund. During the depression period, with the 
j — tempo of railway works programs, the amount, of 
= course, was smaller—less than a crore. 

That the original cost basis of depreciation accounting 
brought into operation tendencies towards over-capitalization, 
as pointed out by the Director of Railway Audit, the Auditor- 
General and the Public Accounts Committee, was admitted 
by the Fimancial Commissioner, Railways, and he — 
a reversion to the replacement cost basis. 









(4) Depreciation provision not adequate ? 


Another criticism which took up quite an opposite position 
to the one already discussed was that the provision being 
made under the rules was not adequate. Dickinson pointed 
out that no allowance was made for betterments, ‘improvements 
in service, but not producing any revenue’, which should be 
a charge against the net income of the year. On conservative 
financial principles, capital should not bear the cost of im- 
provements which are neither revenue-earning nor expense- 
saving. But in actual practice the segregation is in some 
cases difficult. It may be argued that the cost of safety appli- 
ances and measures may not be brought under this group. 

_ The large amount of expenditure which was incurred on the 
Hardinge Bridge protection works, for instance, was necessary 
both as a safety-measure in connexion with the bridge and 
for securing the integrity of a revenue earning asset, and was 
to save indirectly larger expenditure on its replacement at 
a future date. The cost of providing amenities for passengers 
may not bring an immediate return. Its revenue-earning 





= Financial Commissioner's Review 1934-5, pp- 50-1, 
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aspect may only be indirect and somewhat remote. These 
instances indicate the practical difficulties in deciding allocation 
on distinctions based. on the effect on earnings only. 

That current revenues. should bear the cost of minor im- 
provements and additions has long been recognized on Indian 
railways and this has been met by the minor works provision. 
According to this, when the cost in each case does not exceed 
a prescribed limit—Rs. 2,000 at the time, now raised to Rs. 
10,000—it should be charged to revenue. -But the purpose 
of this provision was often frustrated by the adoption of a 
principle of grouping by which a number of similar minor works 
are taken as one unit for the purpose of deciding whether 
expenditure should be met from borrowed funds or current 
revenues. , 

The practice of certain foreign railway systems suggests 
the desirability of providing for betterments. On British 
railways, according to the regulations made by the Ministry 
of Transport in pursuance of Section 77 of the Railways Act, 
1921, the principle of ‘meeting the cost of ‘betterments 
and minor additions’ from current revenues is recognized and 
limited to cases where the cost of a single unit does not exceed 
£250 and where the value of the improvement does not exceed 
£500. On the South African railways the necessity for meeting 
the cost of betterments has been met by a definite provision 
of 1/6th per cent of capital from revenue each year. 

The factor of obsolescence has already been referred to. 
No provision was made on this account, and the need to provide 
for it was not appreciated. The effect of obsolescence on 
American railways, even thirty years ago, was thus quoted 
by Ripley from the observations of a leading efficiency en- 
gineer : 

-D » Jd Roadbeds do not wear out any more, they are realigned with grade ré?i- 
i “sions; ties do not gradually decay, they are cut to pieces by the heavy 
traffic; rails do not last their life, they are displaced by heavier sections ; 
stations do not wear out, they have to be torn down to make way for palatial 
structures; round-houses are scrapped because electrical equipment has 


> 


come in : locomotives used to last fifty yVenrs, the Average age of locomotives 
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i way for steel cars. A two-por cent assessment made once used to 

Ob o sufficient for depreciation. It is a question whether three per cent a year 
o will take care of modern obsolescence.’ ` 





4 The pace: of progress has not slowed down and it will be 
* — prudence to make allowance for the factor of ob- 
k _ solescence. That the depreciation fund under the 1924 rules 
‘did not allow for this is clear. 


(e) Provision for amortization ` 


The desirability of adopting some arrangement for a gradual 
amortization of railway capital has been discussed in connexion 
with the problems of depreciation accounting. As the system 
tended towards over-capitalization, - proposals were made to 
- counteract it and to compensate for the damage that had 

- already been done. The estimate up to the end of March 
1936, indicated that the capital account had been overcharged 
to the extent of Rs. 20 crores. The Public Accounts Com- 
mittee in their report for 1933-4 commented on the problem 
as follows : = 

‘Ideally, the depreciation fund, ought to be turned into a reserve for re. 

newals and minor improvements and a definite provision for amortization 
should be made out of revenue, The former would involve an increased 
allocation of something like Rs. 2 crores a year to cover expenditure which 


is at present being wrongly charged to capital, while the latter ought to 
be something like Rs. 5 crores a year." 


The amount of Rs. 5 crores was probably based on the 
opinion of the Percy Committee to the effect that the railways 
should pay a contribution of about that amount to Federal 

' revenues for amortization of capital or as remuneration to 
the Central Government. 
. The amortization of the railway debt, amounting to over 
Rs. 800 crores, is out of the question. .It has been considered *° 
by Ripley that ‘amortization, so far as the actual principal of the 
debt is concerned, is not essential to sound finance,» The same 


“William Z. Kipley, Hadroads; Finance and —— p- 234-5n. 
na eae Accounts Committee Report 1933-4, Vol. 1, para 0, p. 6 
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object may in large measure be attained by regularly setting 
aside adequate sums for depreciation, even at the expense of 
dividends. The mai int is that the debt, being practically 
perpetual through refunding, the assets should not be permitted 
to diminish in value.’ ; 
But there are certain elements in the capital account of 
the Indian railways which should not be overlooked. Apart 
from over-capitalization to the extent of Rs. 20 crores since 





1924, certain transactions of the past have had the same effect. 


Thus the capital accounts of certain railways were inflated 
by the practice of the Government of India buying up their 
pro ies from the original companies on the basis of recent 
earning capacity. This has resulted in the payment of large 
premia over and above the actual costs of construction, equip- 
ment and development. The difference in the price paid for 
the railways comprised in the present State-owned railways 
is, according to the figures for 1935-6, £33,885,943 for the main 
lines and £724,213 and Rs. 2,19,09,151 -for the branch lines. 
They were distributed over the principal lines as follows : 





Railway Premium 
€ million = Rs. crores 
B.B.&C. I, 5° TO 
ER 6-5 87 
O.R. 1-0 l-4 — 
E.B. i) Oe L-5 
GIP. 148 19-7 
M.&S.M 2-6 a4 
SI. 0l 13 
Total 43-5 


The sum of Rs. 43:5 crores may be regarded as being in 
the nature of goodwill, at any rate in comparison with the 
status of some of the other assets of the railways.*’ 


» There are other similar items, such as loss by exchange, 
amounting to Rs. 842 crores? and expenditure incurred on 


* Ripley, op. cit., p. LIL. 

» Railway Audit Report 1931-2, p. 40. — 

m The loss by excl represents the difference betwoen the actual rupee equivalont 
of ster payments and the equivalont converted according to the standard rate of ox- 
change adopted by Government. 






“he des Aad é 

* og i RAWA ————— DEPRECIATION | 
-a 

- railw: 3 ——— and other assets not in use, EF abe: to 
ee: s 160 crores. Interest during construction and loss in 
* vor zing amount to Rs. 2°13 crores ar . 2°72 lakhs. The 
former i is permissible, but the latter sh | have been written 
= of from the profits of later years.” — these instances 
it may be questioned whether, in view of the fact that there 
= are no tangible assets against these figures, they should not 
= be written off over a series of years. The mischief does not 
end with the mere inflation of the ‘capital account; interest 
charges and contribution to the general revenues have to be 
paid on that capital. 2 

The question of the premia paid is, however, a debatable 
one. From the point of view of fidelity of accounting, the 
practice of treating the price paid for the property as the 
capital outlay has the merit of stating the transaction as it 
had taken place.*” It is in accord with current business practice, 
and must be beyond cavil. Even so, the surplus is an in- 
tangible element representing the ‘present value of expected 
super-profits’. Goodwill or reputation in trade, as Ripley 
states, is a characteristic asset of competitive business and as 
such has only a remote connexion with railways under present 
conditions. ‘With but a single carrier in the field, the shipper 
has no choice and no goodwill either to give or to withhold.”™ 
Consequently, it has been argued that the valuation of a rail- 
way should not allow for this factor at all. Enough has been 
stated to indicate that the point is contestable but sound 
financial practice has been to recognize the reality of goodwill 
created and, in view of its intangibility and eventual uncer- 
tainty, to build up a substantial reserve fund against this 
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“ “In view of these facts,” wrote tho Director of Railway Audit commenting on the 
capital account of the railway balance sheet ‘it seems doubtful whethor a chartered 
accountant would be able to append his signature to this staternont asa truo balance 

t in the ordinarily accepted commercial understanding of the phrase’ Railay 
Audit Report 1931-2, para 115, p. 40. See also Appropriation Accounts of Railways tn 
India 1935-6 for the details of the figures used in the text. 

“ Sir P. R. Rau, Financial Commissioner, Railways, examined the question in 
considerable detail and stated: ‘So far as the State ia concerned, the capital cost of 
the railway is the price paid for it, and I can soo no justification for making any distinc- 
tion between that part of the cost to the State representing th» original capital invested 
by oe owners, and the balance." — Financial Comminsioner's Review 1932-3, para 108, 
p- 

ar Ripley, op: dita P- 306. > 
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class of assets. 2 The Director of Railway Audit was not, 
therefore, wrong in his emphasis. It is obvious that with so 
large an amount of fictitious assets written into the capital 
account, financial prudence dictates that an adequate reserve 
should be maintained against them. And the Financial Com- 
missioner, Railways, himself agreed that there are very good 
grounds for holding that it is ‘financially sound and prudent 
to provide annually from revenue for a sinking fund to amortize 
our total capital at charge.’™ 


~ (f) Depreciation accounting records unsatisfactory ? ` 
- Besides the objections raised against the depreciation 
accounting system on grounds of principle, the accounting 
records themselves were subjected to criticism. According 
to the formula adopted, the appropriation to the depreciation 
fund in any year was made up of 
(i) the contribution for the previous year, plus 


(ii) the contribution on the total expenditure on works classified 
as wasting assets incurred during the previous year cal- 
culated by dividing the expenditure on the unit assets by the 
number of years assumed as representing the normal life of 
the class and adding the various quotients, minus 


(iii) the contribution which expired during the year on account of 
assets having reached the end of their normal lives. 


While the first and the second parts of the formula were easily 
calculated, difficulties arose on account of the third part as 
it related to assets which were acquired long before the in- 
stitution of tlre depreciation fund. When the record of assets 
was opened in 1924-5, the data available were insufficient 
to provide full or accurate information either as to the date 


i Sir Arthur Dickinson, grouping patents, goodwill and franchises, stated : ‘Provided.. 
that the principle is admitted of building up a substantial reserve fund against whatever portion 
of the capital ta invested in this clasa of assets, it would seem reasonable to merge the three 
itemia into ono and treat them as part of the permanont invested capital of the business, 
which may be left to continue At its original value as long as the business is a going con- 
cern.’ (Italics ours) —Accounting Practice and Procedure, 1928, p. 80. 

Bat ho continued that in his opinion for purposes of amortization ‘the capital 
ate should be treated as a whole for this purpose and there is no logical or financial 
reason for writing off part of it on the ground that it does not represent the cost of the 
assot in question to the original owners.’—Pinancial Commissioner's Review 1932-3, 


para 108, P- 58, 





, — the asset came into existence or as to the date of expiry 
ig 3 ite normal life, when contributions on its account should 
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ease. The actual amounts so ceasing were mostly based on 
guesswork and had, therefore, to be fixed arbitrarily. This 
would not have mattered much but for other irregularities in 
the records of the depreciation fund transactions. Thus in 





November 1931, an arithmetical error was discovered in the 


instructions issued for the upkeep of the depreciation accounts 

in 1925. An example given in the instructions implied that 
— in regard to an asset with an assumed life of 
40 years acquired in 1924-5 should continue from 1925- 6 to 
1965-6 inclusive. The latter date should have been 1964-5 
for a forty-year `period beginning with 1925-6. The error 
had serious consequences, for entries in the records thus in- 
creased the number of contributions by one. In consequence, 
the contributions on the assets whose lives expired year by 
year were also wrongly entered in the accounts of the year 
following. In view of the detailed and enormous work involved, 
the attempt to recalculate the depreciation for past years was 
given up and instructions were issued in 1931-2 to the effect 
that the correct procedure should henceforth be followed. 
But unexpected difficulties arose and it was decided to make 
the correct procedure applicable to the assets which came 
into existence after 1924-5 only. 

Scrutiny of the depreciation fund registers revealed by 
this time that they were in a state of confusion and that the 
figures could not be depended upon as accurate. They were 
not subjected to any check or audit scrutiny. The accounts 
of the state-managed railways were more satisfactory and 
discrepancies could, it was believed, be fairly settled. But. 
the depreciation fund accounts of the company-managed 
railways, which were maintained on a pro forma basis in the 
Railway Board’s office, were in an unsatisfactory condition. 
Serious mistakes had been made in the past and erroneous 


adjustments for non-wasting assets were only rectified in 


later years. The corrections had to be distributed under 
the detailed classes of assets and this was a matter of difficulty 
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as the pro forma accounts were maintained in the Railway 
Board’s office and not in the offices of the railways to which 
the accounts related. The task of correcting the figures was 
herculean, and even if it could have been accomplished it would _ 
not have improved the data regarding the older assets. It 
was, therefore, left untouched as the results were not worth 
the trouble, and an escape from the difficulties inherent in 
the system was found in the simplification of the entire pro- 
cedure in the new rules." 


PRESENT SYSTEM 


- 
= . 


The force of, these criticisms regarding the depreciation 
accounting system of 1924-5 was recognized and the first change 
effected was towards the simplification of the entire procedure. 
It was decided to replace the elaborate calculations to the 
depreciation fund by fixing the appropriations to the fund 
at a fixed ratio based on the capital at charge, namely at 
1/60th, of the total capital at charge. The new rule was 
applied with effect from the financial year 1935-6. Govern- 
ment themselves were not quite satisfied about the soundness 
of the procedure, for in announcing its adoption the Railway 
Member emphasised that 
‘this decision has been taken purely from the point of view of simplifica- 
tion of procedure and should not be treated as indicative of the final 
views of Government on the general question of the amount which should be 
provided for the purpose required. The fraction adopted has been selected 
to yield as far as possible the same results as the older complicated cal- 
culation. In the first ten years, the average annual contribution under 
the old method was Rs. 12:17 crores, and under the new method it would 


be Rs. 12°10 crores.’ 
It may be recalled that the idea of fixing contributions to the 
depreciation fund as a percentage of the capital at charge 
was first proposed by the Auditor-General as early as 1932. 


“i Vide Railway Audit Report 1930-1, pp. 94-6, and tho Financial Commimioner's 
Review 1932-3, para 65, pp. 35-6, regarding the state of the depreciation fund accounts ; 
also the momorandum containing the results of the soratiny of the pro forma dopreciation 
fund accounts of the company-managed railways as conducted by the Director of 
Railway Audit and his subordinate officors, Appendix xi, p. 83, Public Accounts 


Committee Report, 1930-1, Vol, I, Part TI, 
“ Budget spoech 1935-6, p. 5, 
44—15148 





from 65, to * 73 * cont of the — at charge and 
sed a perc tage of 1°67, or roughly 1/60th, of the capital 
* rge. After discussion in the Public Accounts Com- 
; mittee ity was decided to adopt the percentage basis as an ex- 
Ý ? © perimental _ measure. The reasoning applied was that the 
_ appropriations under the old rules were an amalgam of a large 
number of separate calculations of different assets based on 
assumed lives which were probably extremely inaccurate. 
There was no certainty that this actual amount of depreciation 
calculated was correct within 10 per cent. Since the con- 
tributions made so far formed a fairly constant proportion, 
it was obviously better to adopt the simplified multiplier and 
save a lot of time in arriving at a result which was not accurate 
within 10 per cent.* 

The percentage basis adopted is open to several objections. 
First of all it applies an average rate—a composite figure— 
not arrived at by any detailed analysis or grouping of assets. 
It has merely adopted the average of the ratio of the past annual 
contributions to the capital at charge. The contributions 
prior to the change were calculated on the basis of the assumed 
lives of the different classes of assets and their respective rates. 
Any ehange in the relative proportion of the different classes 
of assets would affect the soundness of the composite figure. 
Although unlikely over a short period, it is conceivable that 
the equipment of railways may so alter in character that if 
15 per cent of capital expenditure now goes on locomotives 
and 30 per cent on permanent way these may become 25 per 
cent and 20 per cent, The percentage ratio might in such 
a case lead to appropriations either more or less than what 
should have been correctly made. 






Sp James Grigg, Finance Member, and Chairman of the, Public Accounts Com- 
, Fomarked in courée of the discussions in the Committee : ‘Modern accounting 
theory is m away from the idea of depreciation fund into making a provision 
for renewals replacomenta and in the end that a renewals and replacement fund must 
be built up very much on — basis, Indeed Accountancy is moving away from 


a spurious scientific — into an enlightened ompiriciam.'—Public Accounts Committee 
"Report 1933-4, Vol, IT, Evidence, Part IT, —— p- 17, 


vt p= at ainda 
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Secondly, the new rule did not discriminate between wasting 
and non-wasting assets. This has probably increased the danger 
of the composite rate falling out of alignment with the trie 
depreciation. The justification for the procedure was in the 
assumptions made by the Government of India when pres- 
ecribing the new rule 

‘that, as a general rule, assets are replaced at the end of their normal life and 
that, over a series of years, the distribution of the assets of a big undertaking 
like Indian railways remains more or less constant and finally that the 
ratio of the wasting assets to total capital at charge is not likely to fluctuate 
considerably in comparatively short periods.’* 


Thirdly, as details of the credits, debits and balances relating 
to the several classes of assets cease to be recorded, the position 
with regard to the character of the individual assets has tended 
to be obscured. The short credits to the fund on account 
of the older assets, whose lives had already expired to some 
extent but for which no provision had been made, and the 
premature retirement of assets had, as discussed earlier, caused 


-minus balances. It is obvious, in view of what was stated- 


in that connexion, that a watch should be kept on the balances 
against the various classes of assets. 

Finally, the tentative percentage adopted has left an element 
of uncertainty. It-was freely admitted that it did not pretend 
to represent the correct depreciation contribution and that 
it might have to be raised. In the event of a change, railways 
must necessarily fall back on the estimates of depreciation 
calculated on the bases of the estimated lives. During the 
very first year of the working of the new rules, 1936-7, the 
Wedgewood Committee expressing their opinion on | this ques- 
tion stated : 

‘We are not much impressed with the advantage of calculating depreciation 
of a flat percentage equal to 1/60th or 1% per cent of the total capital at 
charge. ‘This method is less laborious, no doubt, than taking the life of 
each description of asset separately, but we doubt if the labour saved com- 
pensates for the loss of accuracy, which may become considerable, whilst 
the apparently unscientific character of the flat percentage may definitely 


i Proceedings of the Standing Finance Committee for Railways, Vol. XTI, 1, p., 46, 
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weaker ai aid. On the other hand we see no occasion 

te undertake elaborate calculations of the character that appear to have 

* been thought necessary prior to the Financial Commissioner's memorandum 

X of 11 July 1933. 

— ee oe OTHER CHANGES 
-~ The adoption of a simpler percentage calculation dealt 
with only one of the problems: to remove the difficulties in - 
connexion with the defects in the maintenance of the depre- 
ciation fund registers: The question of principle still remained 
to be solved. The Financial Commissioner, Railways, discussed 
the criticisms raised in connexion with the depreciation account- 
ing system of 1924, and proposed the following changes which 
sought to meet them : 


Ii. (a) When an asset (whether it is technically described as a wasting 
or a non-wasting asset and whether it is a unit of the former 
or not) is replaced, the full cost of replacement by a like 
asset, or the original cost, whichever is greater, should’ be 
charged to the depreciation fund and the balance to capital. 

(b) The credits realized by disposal of assets in connexion with 
works of replacement should be given to the depreciation 
fund and not to revenue as “under the original rules. 

In other respects the rules will remain unchanged; thus, for 
example, the cost of an asset abandoned.or retired without 
replacement will be written off capital by debit to the depre- 

« ciation fund or when the difference chargeable to capital 
under the above rules is less than the limit for minor works, 
the charge will continue to go to revenue, 

: (c) A provision from revenue of about 1/6 per cent of capital to 
cover the cost of minor improvements and additions and 
of unremunerative Works should be made when railway 
revenues can afford this additional charge. 


LL. The contribution to the depreciation fund should not be changed 
at present. 

Itt. When railway revenues improve sufficiently they should. be 
expected to provide a minimum of 4 per cent of capital for 
amortization," a 


s. — —— Commitice Report, parn 207, p. 126, 
œ Pinancial Commissioner's Review 1934-6, p. 57. The amounts required to provide 
’ adequately for minor improvements and additions and for amortization for 1035-0 
Were estiroatod at Rs, 6J crores, 


a8 
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The reversion to the older principle of allocation and the 
change as regards credits from disposal of assets released from 
replacements were thus completed. The other proposals were 
left to await the return of better times and increased net 
receipts to afford a margin to stand the charges. 


One point in these changes deserves to be mentioned. ‘The 
whole attitude regarding the status of the depreciation fund 
has undergone a change. Taking the fact that as no provision 
was made for the accrued depreciation in 1924 and that the 
balances ought to be too small rather than too large, it had 
been argued that the most practical course was to consider 
the reserve ‘not as the theoretical measure of depreciation but 
as a renewals reserve to provide in the long run adequate funds 
for meeting renewals as they fall due.’ This is, according 
to the dictum of Sir James Grigg, in consonance with an ‘en- 


lightened empiricism’ in accounting and free from the shackles 


of a ‘pseudo-scientific’ attitude. The change in the perspective 
has had the effect of broadening the basis of the fund to meet 
demands other than those originally intended. The Financial 
Commissioner, Railways, explained : 
‘we should ensure that the reserve should be adequate for the purpose, 
by fixing the contributions so as to aim at providing a reasonable margin. 
The margin should be sufficient to allow for a substantial reserve against 
(i) contingencies, such as series of deficits or unforeseen disasters on a 
large scale, and (if) the possibility of our assets becoming obsolescent more 
quickly in future. A reduction in the amount to be provided annually 
from revenue for renewals below the present provision of 1/60 of capital 
cannot be safely recommended,’* 


While, therefore, the purpose of the fund has been extended 
to cover, in addition to renewals and replacements, even 
deficits and unforeseen expenditure, the contributions to the. 
fund on the other hand have been stabilised at a figure originally 
intended to cover only expenditure for renewals and replace- 
ments. The amount fixed does not allow for the compensating 


change against the overcapitalizing tendency urider the older 
` 


50 Financial Commissioner's Review 1034-5, p. 55. 
st Ibid., pp- 55-0, 
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j; — or already commented upon. That 
ut —— mn on account of which the present change has 
F “beer n ado ypted are not insuperable is clear from the fact that 
on tho American railways a detailed system of depreciation 
-accoun nting has been- - prescribed as regards equipment. The 
Interstate Commerce Commission discussing in the course of 
their report the importance of depreciation accounting stated : 


‘The purpose of accounting is to record the essential financial facts with 
= kesspect to the property and its operations. Most of these facts can be 
ascertained with precision, but not all of them. It is not a sound principle of 
‘accounting that facts of the latter kind should be disregarded. Obviously 
the record will be closer to accuracy if they are approximated as nearly as 
may be, Depreciation is a fact of this type. It cannot be ascertained 
with precision, because the future cannot be foreseen with certainty, yet 
it is a part of the cost of operation. Accounting fails of its purpose if it 
does not supply the best available information with respect to this or any 
other similar fact.’®* | 















The principles adopted as regards the accounting procedure 
were outlined in the Commission’s finding 6 in the same report. 
It runs as follows: 


‘We find that the group basis of depreciation accounting, as distinguished 
from the unit basis, should be adopted ; that for corporate ledger and balance 
sheet purposes the depreciation reserve should be regarded and treated as a 
single and composite reserve ; but that for purposes of analysis the carriers 
should maintain subsidiary records in which the reserve is broken down into 
component parts corresponding to such primary investment accounts under 
the respective classifications for steam railroad companies ... as include 
property hereinbefore found to be depreciable, showing in these records also 
in complete detail by such primary accounts the current credits afid debits to 
the reserve ; and that such detailed information should be reported annually 
sto this Commission and to the Commissions of all States in which the carrier 
_ operates.’ ` 


The instructions accompanying these orders,. which became 
effective during 1934, prescribed that percentage rates should 
be developed by sub-classes of property within each primary 


“Interstate Commerce Commission Report No. 14700, Depreciation Charges of 
| 15100 Depreciation Charges of Steam Railroad C , 193), 
1771, C.C., p. 382-3. * — 


id., p. 445, 
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account. These are çpomponent rates and from these component 
rates is ascertained the rate for each entire primary account. 
From the total of the estimated annual depreciation charges, - 
against each primary account the composite rate of depre- 
cidtion for all. equipment amounts is determined. ‘The pro- 
cedure adopted recognises the possibility of changes in the 
individual sub-classes of property and modifies automatically 
the composite rates.54 = | 

That increasing emphasis is being laid on proper depre- 
ciation accounting is evident from the recent developments 
on the American railways. On the South African railways 
also there has been an attempt to introduce certain ampli- 


fications and refinements in the existing provision for renewals. 


The practice followed during recent years was to fix the annual 
appropriations at 60 per cent of the depreciation charges 
correctly ascertained on the basis of the estimated lives of the 
assets. Sir Guy Granet’s Committee, recommending that the 
question of the financial provision for renewals should be 


- 


H The detail in which the depreciation accounting is carried out may be indicated. 
Each kind of property included in the primary accounts, with respect to which the basic 


data, i.e., the ledger value, service lifo, anlvago value, eto., are different is to be listed sepa- 


rately and a rate per cent is determined for the same. Tho rate per cent determined for 
each sub-class of property will be known as a component rate, this in recognition of the 


fact that immediately after a composite rate has been computed for the primary account, 
the quantity of the various classes of property within each primary account will be subject 
to fluctuation with the result that the composite rate may shortly thereafter become 


inapplicable, whereas the component rates will continue to be applicable until such time 
as the estimate of service life or salvage value changes, 
It is contemplated, therefore, where the composite rate as prescribed by the Com. 


mission has been devoloped by the application of component rates to tho various sub- 


eaor of ——— within a primary account and a segregation of the property to which 
they are applicable as maintained is available. That such component rates may be used 


to compute the current depreciation charges regardles« of the fact that the amount of 


the various classes of 


—— has so changed in the meantime as to make possible the 
computation of a slightly different composite rate. In each case a company is asked 
to state whether it prefers to apply the component rates in preference to the composite 
rate prescribed by tho Commission. In view of the fact that certain companies had not 


filed the requisite data, the Commission proscribed the CEE PCa hee percentage rates under 


the primary accounte as follows ; i 
Primary Account Rate %, Primary Account Rate °; 
Stearn locomotives 3°25 Floating equipment 2950) 
Other locomotives. 3:25 Work equipment 3:50 
Freight train cars 3-50 Miscellanoous oquipment ETT 
Passenger train cara 2:75 


Originally limited to rolling stock, the Commission, in view of the sharp increase in 


earnings since 1030, extended depreciation accounting to fixed property with effect from 


1942. 

Tt is worthy of note that while our railways are receding from strict and dotailed dopre. 
ciation accounting towards an arbitrary basis of contribution, American railways are 
adopting detai and elaborate accounting methods, : 
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ss — that ‘the general basis for the annual charge 
shou ald je the current net replacement cost of the assets in 
a Ele divided by the estimated lives of such assets.’ and 
= that ‘the renewals fund should be regarded as required to 
meet a definite liability in respect of the net cost of replacing 
=: assets at the end of their economic lives.’ 
— In the light of these considerations, the present arrange- 
= ments with effect from 1 April 1936, are not altogether 
| satisfactory. The change in the status of the depreciation 
fund was due to the financial condition of railways during 
the depression. As maybe seen from Table 85, railway deficits 
since 1931-2 were met by temporary loans from the depreciation 
fund. The total amount borrowed during the five years, 
1931-6, amounting to Rs. 31°50 crores, was, under the Separa- 
tion Convention, to be repaid out of future surpluses. In- 
eluding the contribution suspended since 1931-2, the total 
liability amounted to Rs. 61 crores. The magnitude of the 
figure, the state of railway working and the general economic 
_situation rendered the prospect of redemption at the time 
too remote, indeed impossible. The Railway Member and 
his department proposed early in 1937 to cut the . Gordion 
knot and argued : 





‘The wisest plan in the circumstances appears to be to write off all these 
bilities and to start the next year on the basis of a clean slate so far as 
these liabilities are concerned."*’ 






The pressure for an early resumption of the contributions 
to the general revenues was, with the approach of the con- 
stitution of the new provincial governments under the Govern- 
ment of India Act, 1935, becoming greater after Sir Otto 
Niemeyer’s Report. But without. meeting the accumulated 
liabilities in regard to the depreciation fund and the accrued 
contributions which formed the first charge on the surpluses 
. of future years, Government could not appropriate the profits 
* which might emerge. In fact, at the commencement of 1937 


os <9 Cay of the — and Harbour Affaire Commiasion, 1934, para 40. p: 131, 
s Ibid., para 52, p 
” Railway Budget ‘Speech 1937-8, p. 6, 
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railways were beginning to show increased receipts and the pros- 
pect of a surplus after meeting interest charges in full. A reso- 
lution was, therefore, introduced in the Assembly proposing an 
entire cancellation of the accumulated obligations and starting 
the finan¢ial year 1937-8 with a clean slate. The proposal to 
repudiate a debt of over Rs. 60 crores could not help arousing 
severe criticism and opposition.** Referring to the Govern- 
ment’s view that the actual balance at the credit of the fund at 
the time was sufficient, the Wedgwood Committee pointed out : 


‘The decision to write off the amounts borrowed from the depreciation 
fund does not alter the balance of the fund, nor does it affect the ability 
of the railways to increase the balance if that should be thought desirable. 
It does, however, by relieving the railways of an obligation to repay the 
amounts borrowed, convey ‘an implication that the present credit balance 
is an adequate one. 

The adequacy of this balance cannot be measured by reference to imme- 
diate requirements. The object of creating a depreciation fund is to 
enable regular annual appropriations to be made from revenue, in bad years 
no less than in good years, for the purpose of meeting expenditure on re- 
newals; and this expenditure may fluctuate widely in amount from one 
year to another. It is essential that the fund should be maintained at 
such a level as will permit of exceptional requirements being met; more- 
over emergencies may arise, with far greater likelihood in India than in 
Great Britain, whieh may make sudden and heavy demands upon the 
fund. Having regard to these considerations and to the balances which 
are regarded as proper on other railways of which we have experience, we 
are of opinion that the present balance of Rs. 14 crores is substantially 
lower than financial prudence demands, and that a normal balance of 
Rs. 30 crores would not be excessive.’ 

It is indeed surprising that Government should have taken 
up this attitude in the face of the views so unequivocally ex- 
pressed by the Financial Commissioner, Railways, the Auditor- 
General and the Public Accounts Committee. There was, 
if anything, a strong case not only for not tampering with 
the fund, but for making additional provision to meet emer- 
gencies and other demands foreign to the essential purposes 
Finence and the Putare of the Hallway Conttibutions,” Railoey Accounts and Finance, 
Vol. ILI, pp. 65-77. 

t Wedgwood Committee Report, para 206, pp, 124-5, 
45—1514B 





* of | a a depreciation fund. As the Wedgwood Committee 
~ remarked : 


"The financial position of the railways is thoroughly unsound when the — 


depreciation fund “has to be raided to pay interest charges. Bad years 
_are certain to recur in the future, as in the past. During the recent series 
of bad years it was found possible to maintain the full payment of interest 
charges only by drawing nearly Rs. 50 crores from the funds. The general 
reserve fund was depleted within three years, and the depreciation reserve 
fund was reduced to one-quarter of its original figure before the economies 
effécted and the return of better trade saved the situation." 

The fate of the cancellation resolution was thus clear. With 
the temper and strength of the opposition in the Central Legis- 
lature it was obvious that it would be lost if put to the vote. 

-But without some such measure, it ‘was impossible for the 
Government to appropriate the anticipated surplus during 
1937-8. Escape from this dilemma was found in a resolution 
moved by the Finance Member proposing a moratorium for 
three years in tespect of the repayment of these liabilities. 
Its acceptance permitted the appropriation of the surplus 
revenues by Government without making good the accrued 
liabilities during the depression. Far from facing the problem, 
it merely postponed a discussion of it for three years. After 
three years, the moratorium was once again renewed for a 

- further term of two years. r 

The status of the depreciation fund and its future was 
thus rendered exceedingly uncertain, in spite of all the attempts 
to clarify the problems and issues involved. It was obvious 
that unless railway revenues witnessed a phenomenal increase, 
the prospect of railways meeting the accumulated obligations, 
particularly to the depreciation fund was not likely to be 
different on the expiry of the extended moratorium, But 
the unexpected did happen after the outbreak of World War II. 
How the phenomenal increase of receipts solved these problems 

must be dealt with elsewhere. 
Before concluding this chapter, it should be stated that 
it has not been possible to examine the provision for depre- 


* Wedgwood Committee Report, para 210, p. 127, 
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ciation on individual railways for three reasons. Firstly, 
depreciation accounting applied only to the state-managed 
system. Though a pro forma account of depreciation on the 
same basis was kept for the company-managed lines, it had 
no significance to them in actual working results, as under the 
contracts they continued on the old basis of revenue bearing 
all charges of renewals and replacements. The depreciation 
accounts of the company-managed railways were thus only 
of theoretical interest. Secondly, the question of principle 
was more important than that of procedure and the individual 
railways had no voice in deciding it; they merely carried 
out the rules laid down by the Railway Board. Thirdly, with 
the adoption of the percentage basis, details are no longer 
available for recent years, as the aggregate figure of the appro- 
priations to the fund has become a function of the capital 
at charge. i 

Despite the shortcomings in the present system of depre- 
ciation accounting it must be recognized that it was a great 
step forward. There are not many foreign railways which 
have so comprehensive: a system of depreciation accounting 
as the Indian railways. Apart from promoting the fidelity 
of railway accounting, it has clarified certain fundamental 
concepts in railway finance. The principles underlying the 
present rules, particularly after the change of 1936, are sound 
and beyond criticism. With the incorporation of the further 
refinements to include provision for betterments and amor-* 
tization, the depreciation fund will constitute the best financial 
safeguard to combat obsolescence in future and to ensure the 
proper maintenance of our vast railway assets. Even from 
the less circumscribed point of view of national finance, it is 
desirable in the long run to place railway finance on a satis- 
factory footing so that the general budget is not affected by 
unexpected demands from railways caused by inadequate 
provision, 

Although the present position of the depreciation fund affords 
ground for satisfaction, the manner in which the whole question 






—— 
rest — to | overn- 


’ 
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if — — is likely to be jeopardized a the — 
= exigencies of the State—which also happens to be the controlling 
— for Indian railways—proper safeguards are necessary 
to- avoid a similar situation in the future, a subject which is 
dealt with at some length later. 
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CHAPTER IX 
` COST OF STAFF 


Magnitude of the wages bill. Increase of salaries and wages during 1914-20, 
358. Rise in the cost of staff compared with other factors in the rail 
industry, 359. Revision of scales of salaries and wages, 361. Inadequacy 
of wages statistics, 364. : 

Gazetted staff, cost, 365. Changes in scales of pay, 365. High cost of superior 
staff criticised, 366, Salary cut and retrenchment during the depression, 
368. New scales, 370. 


Upper subordinates: number and cost, revised scales, 371. Lower 


subordinate and other non-gazetted staff, 374. Minimum wage, 375. 
` Hours of Employment Regulations, 377. 

Leave Rules : differences between State and company railways, and different 

classe’ of staff, 378. Revised rules of 1930, 379. Other changes, 380. 
Depression and retrenchment of staff, 381. Maintenance of a liberal policy and 

the comparative rise in the cost of staff, 383. Policy as to cost of staff, 386. 
Towarps the close of our study of railway expenditure, it 
was suggested that much of its intractability is to be ascribed 
to the trend of the wages bill. The importance of wages was 
obscured in our examination of railway expenditure by the 
minor heads and abstracts. It is only when the total amount of 
wages is considered separately that the cost of staff is found to be 
the largest single item in the annual disbursements of railways. 

Indian railways are the largest employers in the country 
and their wages bill amounts to more than Rs. 35 crores a year, 
The number of employees on all railways exceeded eight hundred 
thousand in 1929-30 and seven hundred thousand in 1936-7. It 
is not therefore surprising that the cost of a staff of this magni- 
tude should amount to 50-5 per cent of total working expenses, 
as the following comparison for selected years indicates : 

PROPORTION OF THE COST OF STAFF TO TOTAL WORKING 


EX PENSES* 
(In crores of rupees) 
Total working ` 9% of total working 
moar. * expenses Cost of staff expenses 
1924-5 66°35 ~ 33s) 50 
1929- 73°82 39°70 54 
1936-7 67°47 36°62 54 


* Railway Board's ab aide Rovised figures used wherover available. 
_ t Excludes Jodhpur Railway. 
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‘ogee te Aft `I the last war, there was a prodigious increase in the 
= cost of staff. The total cost on the fourteen Class I railways 


—as they were later termed—more than doubled over a period 


of nine years, 1913-4 to 1921-2. The figures may not be 


- 


strictly comparable owing to certain items included from 


1923-4 onwards, and still further items from 1928-9 onwards, 


but even confining our attention to 1913-4 to 1920-1, the 


percentage increase was 91 over the pre-war period ; it rose 
to 126 during the next_two years. From 1924-5 onwards 
a still greater increase occurred, reaching the peak figure of 
Rs. 39°70 crores in 1929-30, or a percentage increase of 154. 
Although the increase was slightly exaggerated by the in- 
clusion of certain new items, the figures bear witness to the steep 


TABLE 89. TOTAL NUMBER AND COST OF EMPLOYEES* 
(Cuass I Rarmways) 


of the 


* Railways in India Admi 
ministration -Report, 1921-3; and 
figures, wherever available, have 
t In Railway Board's Report 

include i 


he nature of extra 


in the 
the Railway Board for 
to include 


nee of oy 


—— 


salaries, wages, overtimo 


mbot some 


But in the 


fund, gratuities and the cost of construction staff, 


Number of employees Open line Cost of staff 
All railways Class I railways . Class I railways 
Year No. * No. o — Rs. in crores % 
1913-4 633,305 100 618,374 100 14°01 100 
1920-1 749,010 118 725,689 117 26°68 191 
1921-2 759,846 120 734,945 119 28°00 206 
1922-3 749,680 118 723,241 117 29'02 207 
1923-4 720,754 114 695,960 113 31-42 226 
1924-5 745,216 118 715,608 116 33°11+ 236 
1925-6 751,603 119 721,242 117 34°71 245 
1926-7 772,563 122 740,164 120 36°34} 259 
1927-8 802,209 127 768,645 124 38°14 272 
1928-0) 808,433 128 774,515 125 39:31§ 281 
1929-30 $17,733 129 783,902 127 39-70 284 
1930-1 781,859 124 746,779 121 39:12 279 
1931-2 731,979 116 679,0485 113 304l 260 
1932-3. 710,512 112 678,046 110 34°39 245 
1933-4 701,436 111 667,371 108 35:13 251 
1934-5 705,656 111 670,610 108 35°40 253 
1935-6 712,778 113 676,817 109 3636 259 ` 

1936-7 687,260 109 674,790 109 36°62 261 


nistration Report, 1913-4, 1920-1 ; Indian Railways Ad- 
Railway Board's Reports for subsequent yoars, Revised 
been > 
for 1924-5 it ia stated that from that year onwards the 
allowances, and all other allowances which are 
y, and which are not granted to expo incurred 
such as travelling allowance. MARANAN of 
Commission on Labour, 1930, tho figure for 1913-4 is also 
items. 


pur. 
from 1928-9 onwards include also bonus contributions, contributions 
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rise in the cost of staff. -The wages bill, as may be seen from 
Table 89, showed a decrease during the period of the depression 
and, in 1932-3, the lowest level was touched with an expenditure 
of Rs. 34°39 crores. During the next four years there was an 
increase, and in 1936-7 the cost of wages increased to Ks. 36°62 
crores. The economies which were carried out during 1931-7 
had apparently little effect on the cost of staff, which during 
the period stood more than 24 times that for 1913-4. 

In making a comparison with earlier years, it should be 
borne in mind that extensions to the railway systems have led 
to increases of staff. From 633,000 in 1913-4, the number of 
employees increased to about 750,000 in 1920-1, an increase of 
18 per cent. During the next four years, 1921-5, there was 
fluctuation, but by 1925-6 the number rose again to the pre- 
vious level. The years which followed the Separation Con- 
vention witnessed a rapid rise and in 1929-30 the number of 
employees stood at 817,733, an increase of 29 per cent. The 
rise in the cost of staff was thus considerably greater than 
the comparative increase in the number of employees, which, 
on the Class I railways, tended to be slightly less than that 
indicated by the figures for all railways. 


RISE IN STAFF COSTS COMPARED WITH OTHER FACTORS 


As the strength of staff maintained is also determined by 
the volume of traffic, we may compare the pace of increase 
in the cost of staff and the number of employees with that 
in the passenger milage, ton milage and route milage. It 
will be seen from the comparative figures given in Tabla 90 
that during the twelve years, 1913-25, the route milage of 
the Class I railways rose from 30,533 to 32,604, an increase 
of 7 per cent. The business of the railways, namely, the 
volume of transportation in terms of passenger miles and ton 
miles, increased respectively by 19 per cent and 35 per cent. 
The number of employees went up by 16 per cent. The highest 
percentage of increase is that shown by working expenses, 
which stood 110 per cent higher than in 1913-4. Even higher 
stood the increase in the cost of staff, which was 139 per cent. 






* 
i 
p- 
a 
has! 


; 90. COMPARATIVE INCREASE IN cost OF —— ig 
(Crass I RAILWAYS) 
z % of % of ‘% of 
1913-4 1924-5 1913-4 1929-30 1913-4 1935-6 1913-4 
mte milage 30,533 32,604 107 35,346 116 35,964 118 
miles 15.707 18,585 119 21,626 138 16,821 107 





Ton miles 15,213 20,621 135 20,802 137 19,776 130 


No. ofem- 597,415 693,814 116 774,872 130 654,080 109 


Wor Sir Rs. 31:29 65°56 210 7217 231 452 206 


expenses 
Cost of staff Rs. 13°62 32°57 239 38°77 285 35-30 259 


* Source: For 1913-4, Report of the Royal Commission on Labour in India, 1931, — 
p. 149; for subsequent yea ra, Railway Board's Reports, Vols. I and II. Theo figures used 
revised, and — Aan tho Jodhpur and N.(G.)S. Railways. The number of employees 


a cost of staff for 1929-30 and 1935-6 include construction staff. Passenger miles 
and ton miles are in millions, and Rs. in crores. 

The comparatively higher rate of increase in the cost of 
staff is seen in a still more accentuated form in 1929-30. The 
percentage increase of wages was still higher than that of all 
other factors and amounted to 185. The increase in the wages 
bill was out of all proportion to the increase in the route milage, 
transportation effected, number of employees or total working 
expenses. 

The increase in the cost of wages has been general and 
is to be noticed on all railways. In Table 91, the increase 
in the cost of staff on the Class I railways is.compared with 


TABLE 091. COMPARATIVE INCREASE IN COST OF STAFF ON THE 
PRINCIPAL STATE-OWNED RAILWAYS* 


(1913-4= 100) 


1924-5 1929.30 
Route Pass'gr Ton No.of Costof Route Pass'gr Ton 


No. of Cost of 
RailWays milage miles miles emp'eos staf milage 


miles miles emp'ces staff 


Burma 115 114 166 129 212 132 123 207 145 256 
E.B ‘ 103 119 115 107 222 113 148 136 125 274 
E.1.+ 101 105 140 127 263 96 132 135 116 290 
GAP 114 126 114 85 244 122 135 101 112- 287 
N.W. 112 136 126 112 231 132 166 111 130 290 
A.B 129 172 140 126 140 157 220 201 178 300 
B.N Lil 138 178 162 256 t22 147 233 I81 336 
B.B.&C.I 105 128 142 LIS 274 107 121 134 124 306 
B.AN.W.t 102 123 141 108 179 102 150 140 115 205 
M.&8S.M 110 i41 116 220 103 127 152 123 247 
R.&K.T 103 122 135 L08 162 103 112 150 123 178 
113 36 122 t17 219 142 120 149 144 268 


* Calculated figures taken f Indian Railwa A istrati Report, 1913-4 
and + Take Board's Report 1929- — y — eie eiis 


5 J the figures of the O.&R. t Not State-owned. 
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the increase which has taken place in the route milage, traffic 
and the number of employees. On three railways, the A.B., B.N. 
and B.B.&C.I., the cost as ca mpared with 1913-4 had trebled or 
more than trebled by 1929-30. The B.&N.W. and R.&K. 
exhibited the lowest extent of increase. The other railways had 
increases of 150 per cent.” The percentages for 1929-30 disclose 
a further increase on those for 1924-5 on all the lines. 


° : REVISION OF SCALES 


It should be observed that a large increase had already 
occurred by 1924-5 and that the subsequent increase was only 
a continuation of the movement. During and immediately 
after the war, the price level and the cost of living rose by 
leaps and bounds. The average cost of articles of consumption 
as compared with the price level in July 1914 stood 12 per 
cent higher at the end of the first year of the war, | 
25 per cent at the end of the second year, 42 per 
cent atthe end of the third year, 78 per cent at the end of. 
the fourth year and 88 per cent at the end of December 
1918. In the case of certain articles the increase was much 
ater. It was realized by 1917 that the cost of living had 
advanced considerably and that salaries and wages had to 
be increased. To meet these conditions, temporary increases 
were given to railway labour in 1917 in the form of a war 
allowance, the rate of which was enhanced from time to time 
till 1920. In that year the allowance was merged in a general 
revision of the scales of pay. The scheme of revised pay, as 
framed and sanctioned, took account of the increased cost 
of living in the different provinces traversed by railways. As 
the lower-paid employees were particularly affected by the 
higher prices of. the necessaries of life, the percentage of in- 
creases was fixed on a sliding scale, giving much larger propor- 
tionate increases in the lower grades. ‘These measures were 
not designed for railways alone ; they were part of the general 
policy of Government. As the State railways were managed 
as a department of the Government of India the changes 
introduced in other departments were applied to the railways 
40—1514B , - > 
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pe" 4 — ‘According ‘to the increases sanctioned, the employees 
Bf, On different grades of pay received increments approximately 
on the following basis!: | 


Alen on Rs. 10 to 20 on 1 August Di4 would get 66 per cent 
hd 25 ” 60 ” ** A 50 ? 
a 70 ,, 110 i —— about 40 vs 
= 120 ,, 250°. i, Ss —— 

S 260 ,, 330 . — 8 


» above Rs. 330 Rs. 100 EGER sum — 


WMhen these enhancements were made the need to 5 gearless 
for an adjustment in the event of a decline in the cost of living 
was overlooked. In 1920, when the rates of pay of nearly all 
classes of government servants, including those on the railways, 
were increased by about 100 per cent gn the ground that the 
cost of living had gone up, there was no stipulation, as was 
, made in Great Britain, that the question would be reconsidered 
when prices came down. The Inchcape Committee, pointing 
out this omission, stated that whereas in 1920 the index number 
for Bombay was 193 on the basis of the pre-war standard 
figure of 100, it had come down to [56 at the time of their 
enquiry. In view of the decline they recommended that th 
matter should be investigated by the Central and Provincial 
Governments. In 1924 the Royal Commission om the Superior 
Civil Services in India? made certain recommendations as 
regards the pay and allowances of government officers. Before 
discussing the developments from that year onwards the 
character of the post-war and post-separation changes in the 
standards of salaries and wages may be briefly indicated. 

The effect of the successive revisions in the scales of pay 
of the different classes of railway employees may be seen from 
Table 92. The figures indicate that the average cost of em- 
ployees of all classes had gone up considerably. It may be 
seen how the average cost for 1928-9 was very much higher 
as compared with 1920-1, which reflected the increases justified 
by the war-time rise in the cost of living. 

* Fas eg Bae yy Board, for the Royal Commission on Labour, 1930, p. 307. 
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TABLE 92. AVERAGE COST PER EMPLOYEE* * 
Transportation Mechanical engineering 
(Traffic) (Loco. carr., & wagon) 
1913-4 1920-1 


Rs. 


1928-9 1913-4 
Rs. Rs. Rs. 


1920-1 4928-9 
Rs. Rs. 


I. Superior officers 


Woor 
*288 
= 


Sap er 


Fda 
Tey 
ng 


= 


daa 


— 


III. Subordinate staff (drawing scales of pay rising from Rs. 30 to less than 
Rs. 250 per mensem or terminating at Rs. 250) 


> 


Drm mt > Ot 
ApGaRe De 
mt 
ca g 
oe E 


8,657 


7,555 
7,560 
8,942 
9,986 
5,718 
9,732 


3,032 
2.670 
3.316 


2,730 
3,315 


3.012 


576 
602 
473 
564 
591 


576 
432 


9,845 
10,199 
7,813 
9,743 
9,727 
9,188 
10,752 


4,335 
3,207 
3,669 
2,636 
3,216 
3,126 
3,300 


686 
679 
534 
723 
954 


556 
636 


15,462 
17,069 
11,019 
12,498 
14,286 
14,884 

8,335 
13,500 


4,875 
4,574 
3,571 
3,620 
3,446 
3,705 
3,390 
3,420 


964 
890 
757 
614 
913 
1,774 
606 
576 


9,544 
8,188 
8,130 

10,838 

10,566 
7,808 

12,300 


Subordinate staff (drawing Rs. 250 per mensem and 
of pay rising to Rs. 250 and over) 


4,145 
3,362 
3,972 
4,336 
4,437 
3,147 
4,080 


1,180 


442 
708 
420 
1,219 
796 
1,116 


10,600 
11,233 

9,967 
13,862 
13,842 
11,715 
17,616 


16,097 
20,827 
12,636 
13,347 


15,668, 


13,240 
8,765 
14,520 


over or on scales 


4,707 
4,634 
4,080 
5,298 
6,256 
3,677 
3,636 


1,332 


569 
600 
619 
1,645 
541 
1,056 


4,857 


5,583 
4,853 


4,284 


3,476 
5,585 
3,666 
3,996 


1,759 
801 
548 
510 
757 
903 
615 

1,092 


IV. Subordinate staff (drawing less than and terminating under Rs. 30 


midi 
Zz 7 
= p 


282 


ob be b> O e 
"Q 
— 


ps 


111 


174 
210 
122 
146 
237 
147 
156 


per mensem) 


209 
249 
201 
145 
188 
217 
149 
144 


162 
166 
102 
LOS 
202 
107 
216 


232 
322 
183 
192 
222 
239 
171 

348 


Memorandum by the Railway Board for the Royal Commission on Labour, 1930, pp. 225-31. 
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The task of examining the trend of 


wages of the different 
ceedingly difficult by 
is not 


position than on the economic aspects of railway labour. The 
broader classification adopted is that of dividing the employees 
into ‘gazetted officers’, or ‘officers on a cerresponding status’ 
on the company-managed railways, and ‘non-gazetted’, or 
subordinate staff. While detailed information is available 
as regards officers, additional data for non-gazetted staff relate 
only to a section, namely, ‘subordinates drawing Rs. 250 
per mensem and over or on scales of pay rising to Rs. 250 per 
mensem and over. This group is referred to as ‘upper’ sub- 
ordinates. - But the bulk of the employees is outside these 
two classes, and their status and emoluments are only to 
be ascertained by inference.* It is only since 1938-9 that there 
has been an improvement and statistics by certain pay-cate- 
gories are available. . 

3 The inadequacy of the statistics of railway labour was commented upon by the 
Royal Commission on Labour in the following terma: ‘While acknowledging the ready 
assistance given by the Railway Board and its officers, we feel attention must be 
drawn to the necessity for information concerning staff matters being made more readily 
available in “pe seas reports. For many years the annual reports . . . have given operating 
ancl sia res in considerable detail, but it is ai 6 within the past year or two that 
staff statistics have been published to any extent. These consist mainly of statements 
designed to show the progress made in Indianisation and in the recruitment of minority 


communities and give very littl: information as to wages and staff costs in different 
branches of the service, We find an absence of uniformity in nomenclature which prevents 


exact Sere being made of the numbers of employees and of working costs in the 
different departments of the various railways.’ Tho Commision recommended that 
figures should be available and though that recommendation was made in 1931, 


tho Railwa Board has not variod ita ractico,-— Ko CG. mi Y R ri on Labour 
în India, Ii p. 171-2. p l yal Commission epot 
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In view of the limitations of the statistical data, we may 
consider the three broad categories of railway staff.* 


I. GAZETTED OFFICERS 


The number Df employees in the officer grade during 1924-5, 
1929-30 and 1936-7 is shown in Table 93. The increase which 
had occurred in the number of officers up to 1930 was, as 
shown by these figures, replaced by a decrease by 1936-7 to 
levels lower than in 1924-5 itself. 


TABLE 93. NUMBER OF GAZETTED OFFICERS AND OFFICERS 
OF CORRESPONDING RANK ON COMPANY-MANAGED RAILWAYS* 








Railways 1924-5 1929-30 1936-7 
Burma - 105 126 97 
E.B. 2 125 “ 137 119 
E.I. 314 338 "300 
G.L P. 221 245 215 
N.W. 293 r- 313 267 
; 1,058 —— 1,150 998 
Ry. Board & misc. offices S4 99 77 
A.B. 61 78 65 
B.N. 221 219 = 190 
B.&N.W. 59 iz 73 
— B.-B.&C.I. 194 188 170 
M.&5.M. 144 i 157 137 
R.&K. 13 13 17 
S.I. 114 149 124 
—— 806 — S76 —- 779 
1,945 2,134 1,852 
Cag 


* Railway Board's Reporta, Vol. I. 


Changes in scales of pay 


The scales of pay for officers have an interesting history.° 
‘The original scales prior to 1900 were revised by the addition 
of a number of refinements during 1908-12, such as time-scales 
and improved grades. During 1919-22 time-scales were in- 
troduced for all departments and a ‘technical’ pay for civil 
and mechanical engineers and an ‘overseas’ pay for officers 

i Tho terms ‘gazetted’ and ‘non-gazetted", though strictly speaking applicable only 
to the State railway staff, have been used to indicate the two groups of corresponding 
status on the company railways, for the sake of conveniénece and to avoid confusion of 


è See Railway Retrenchment Sub-Committee Report, pp. 57-8. 
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RR was as follows : 


Assistants (junior scale )Rs. 300-900 plus Rs. 75 technical allowance 
District officers (senior scale) Rs. 550- for engineers plus overseas pay 


K, 1,300 Rs. 150 tos. 250 for Eurepe- 


recruited members. 
Deputies — from Rs. 1,750 to Rs. 
2,150, engineering and Agency 
Chiefs varying from Rs. 2,750 to 3,000 (engineering) 
_ Agents Rs. 3,500 


As a result of the Lee Commission’s recommendations, new 
Superior Civil Services rules were made in 1924 according 
to which salaries were split up into ‘basic’.pay and ‘overseas’ 
pay, the latter being a fixed amount varying according to 
the scales, of ‘basic’ pay from £15 to £30. A second change 
in the standards of compensation was the more liberal system 
of passage allowances to European officers. Thirdly, officers 
were accorded increased facilities for medical attendance. 

The revision of 1924 left the scales of assistants and dis- 
trict officers undisturbed, but the maximum of overseas pay 
was raised to Rs. 300 with a sterling rate varying, as stated 
above, from £15 to £30. In the following year, with the 
introduction of the divisional system, a new class of officers, 
divisional superintendents, came into existence, and their 
scales of pay were fixed at Rs™1,950 to Rs. 2,150. 


High cost criticised 


The justification for the successive enhancements and 
modifications of pay since 1900 was ‘increased responsibility’, 
‘to attract recruits of the right stamp from England’, ‘abnormal 


= rise in the cost of living’, ete. Discussing the criteria of pay 
“and service, the Islington Commission of 1913-6 observed that 


‘Government should pay so much and only so much to their 
employees as is necessary to obtain recruits of the right stamp 
and to maintain them in such a degree of comfort and dignity 
as will shield them from temptation, and keep them efficient 
for the term of their service. On this principle the com- 
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mission held that it would meet the case if an incremental 
scale of Rs. 250 to Rs. 500 for provincial services and Rs. 
300-1,000 or Rs. 1,050 for Imperial services was adopted, with 
of course selection grades or posts on pay suitable to each 
service. For officers recruited from Europe a slightly higher 
rate, equivalent to an advantage of Rs. 186 per mensem, was 
adopted. Correlating the scale to the decline in the cost of 
living and recognizing the limitations of the wholesale price 
indices, the Railway Retrenchment Sub-Committee recom- 
mended the Islington scales to new entrants, as ‘it would be 
“restoring the real pay of the services to the level” which was 
expetted to be attractive in 1916, when conditions were no better 
than they are now.® The sub-committee agreed with the Rail- 
way Board in the view that continuous time-scales of pay are 
generally undesirable, except in the first few years of an officer's 
service, and consequently did not recommend any time-scale 
for the pay of senior scale officers. With regard to the pay 


-of the Agent, however, they would not fix any definite limit : 


‘The actual pay given must depend on the man’.? 

It will have been seen from the foregoing summary of the 
changes in the scales of pay of officers that by 1931 the standards 
were pushed up. During the period following the Separation 
Convention, there was also a gradual fall in the cost af living 
and the enhancements which were made to compensate for the 
higher cost of living during the immediate post-war years 
ceased to have any justification. The decline in the price level 
had also another consequence: the scales of real as opposed 
to nominal pay were raised higher with every fall in the 


* Railway Retrenchment Sub-Committee Report, p. 59. Tho new scales of pay recom- 

by the sub-committees were : 

Junior scale—from Rs. 250 to 500 with overseas pay between Rs. 100 and Rs. 250. © 

Senior scalo—Re,. 600-800-1,000 * a — fi . 

Deputy heads of departmentse—Re. 1,250 and 1,500 with overseas pay Ra. 150. 

Divisional superintendenta—Rs. 1,750, with overseas pay of Rs. 150. 

Heads of departmenta—Ra. 2,000 (Rs, 2,250 on larger railways). 

Agonts— Ra. 3,000, 

It was added that overseas pay would bo admissible only if the recruits of European 
domicile were recruited from Europe. 

’The sub-committee said : *...we think that circumstances might casily arise in 
which it would be very desirable to go outside the ordinary run of railway mon to select 
for theo of Agent a particularly good business man, for example of the type of Sir 
Josiah * who is now the head of one of the biggest English railways. Salarios 
must in such case be a matter of negotiation.’—Ibid., p. 59, 
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ice level. If the higher scales adopted in the early twenties 
were fair and equitable at the prevailing level of prices, 
the decline in the latter should have been followed by a cor- 
responding readjustment in the former. . 
_ The changes enumerated in the preceding paragraphs were 
those introduced on the state-managed railways for officers 
of gazetted rank. Company-managed railways generally 
followed the state-managed railways in these matters and 
introduced similar enhancements in regard to the salaries of 
their own. officers. Thus all the Lee concessions which- were 
granted to State railway officers were extended to company 
railway officers as well.® arn 
Turning now from scales of pay to strength of staff, the 
position in 1931 was reviewed by the Railway Retrenchment 
Sub-Committee. They found that there was ‘a prima facte 
ease for drastic reduction.’ According to them the increase 
on the North Western Railway in the number of officers was 
not justified. The curtailment of capital works for which 
most of these officers were engaged did not affect their strength. 
There was, similarly, room for reduction in the leave and 
deputation reserves and the permanent posts for construction 
and surveys.°. The sub-committee stated their conclusion 
















* The officers of company-managed railways were treated on the same footing as 
their confrerea on state-managed railways, Thus in the Budget for 1926-7, provision 
was made for an arrear payment of Rs. 17 lakhs for the extention of the Loo concessions to 
officers of the E.L, G.1.P., and company-managed railways with effect from 1 April 1924. 
Vide Budget for 1926-7, e 91. 

y 


* The figures quoted the sub-committee were: ~ 


1924 1931 
Bridge department 4 10 
Electrical department 3 7 
Mechanical shops: 6 15 


1° The Retrenchment Sub-Committee observed : “The new cadres of officers for state- 
"i railways include 139 posts in the junior scale to provide a reserve for leave and 
deputation and also 36 posts for construction and surveys. We were informed that the ` 
“former was calculated at 20 per cent of the working posts roughly divided as 16 per cent 
for leave and 4 per cent for deputation. We discussed with the Railway Board the possi- 
bility of reducing this reserve as we were of opinion that it is not necessarily an economical 
plan to have such a reserve, It was likely in our opinion to lead to a superfluity of officers 
during the winter when fower officers went on leave. Mr. Hayman admitted that in 
winter the present leave reserve might prove excessive, but he claimed that it was for 
that reason that they had combined the leave and deputation reserves, the idea — 
to use the surplus officers for special duties during the winter. We are not. 


of this arrangement. With a superfluity of officers, there is always a tendency to croato 


diture. We are con 


leave at any time during the year and that the larger number of vacancies that oxist in 
other parts of the year owing to the greater number of officers on leave should be filled 


- 
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in the following terms : ‘Railways should, in our opinion, not 
have a bigger staff than in 1924, seeing that the traffic is likely 
for several years to be on a lower level, and work connected 
with the capital program considerably reduced.’ Apart from 
this they also proposed drastic cuts in salaries on a graduated 
‘seale.™ , 
Within a few weeks of the publication of the Retrenchment 
Sub-Committee’s Report, the Government of India, with the 
approval of the Secretary of State, brought into effect from . 
December 1931 the Railway and Posts and Telegraphs (Kmer- 
gency Deductions from Salaries) Rules, 1931, according to which 
a deduction was made from the pay and allowances in the 
nature of pay for all railway servants, including the daily 
rated employees on the following scales : 

Where the pay and allowances in the nature of pay | 

| Reduction 
(i) do not exceed Rs. 30 per mensem Half an anna in the rupee for 
every complete rupee 

(it) exceed Rs. 30 but do not exceed One anna in the rupee for every 

| Rs. 83-5-4 per mensem complete rupee 

(iit) exceed Rs. 83-5-4 per mensem 10 per cent™ 

In addition to this emergency cut in salary, the cadres 
themselves were reduced in strength. In February 1932 the 
in an officiating capacity by deserving subordinates. This procedure will have the addi- 


tional advantage of enabling the administration to test the capacity of those subordi- 
nates before permanently promoting them. This will be all the more necessary as owing 
to our proposal to abo the lower tted service, the percentage of promotion from 
subordinate ranks to the superior services is likely to be increased in future. We under- 
atood from the Railway Board that at present they were not in a position to say what 
were their minimum requirements for leave. Till such experience has been gained, we 
recommend that the present reserve should be at once cut down by half. Similarly in 
view of the fact that at present and for the next fow years, there is very little hope of 
money eng founa for new construction wo consider that it is unnecessarily extravagant to 
provide in permanent cadro for posts for constructions and surveys and we recommend 
—* the 36 posts provided therein should be abolished forthwith.’— Railway Retrenchment 


ub-Committce Report, p. 54. 


u The sub-committee proposed, after discussion withthe General Retrenchment 
Advisory Committee, tho following rate of cuts on salaries ; 

For every rupee of the first thirty rupees of every salary or wage 3: 
for every rupee of the next seventy rupees G} 
for overy rupee of the next four hundred rupees 74 
for every rupee of the next thopsand rupees 10 
for overy rupeo of tho next fifteen hundred rupees i5 
for every rupee of the remainder 90 
This cut was to include all pay and such allowances as would be taken into consi- 


deration in assessing income tax—lIbid., p. 60. 
i3 But provident fund bonus and gratuity wore allowed on tho rates of pay which would 
i 


havo beon drawn but for the doduction—Raihoay Roard's Report 1031-2, Vol. I, p. 64, 
47—1L514B 





RA _ from y to 932, out of shih 29 — were held in C erio: 
= o) n company-managed lines 24 posts were abolished and 46 
* held in abeyance. Including the Railway Board’s office, the 


>s total reductions amounted to 153 on state-managed and 70 


ge. 


on company-managed railways. As a result of the retrench- ` 
ments, the services of a large number of temporary engineers 
were terminated. Special pay and allowances were either 
abolished or reduced, and railway servants of all ranks were 
expected to take up some additional work, or perform work 
of a more onerous character without additional remuneration. 


The number of officers in the gazetted or corresponding rank 
on Class I railways, compared with 1929-30, showed a, reduction 
during 1931-2 to the extent of 9 per cent. Excepting the 
transportation department, all departments showed a sub- 
stantial decrease. The full effects of the policies were realized 
only from 1933-4 onwards, when the reductions increased 
to 13 per cent, as compared with 1929-30. In the same year 
the emergency cut in pay was reduced from 10 to 5 per cent 
on both state-managed and company-managed railways. It 
was finally abolished in the succeeding year, although the 
financial outlook was no better than in the previous year. 


New scales 


In October 1933 the Railway Board, with the sanction of 
the Secretary of State, revised the scales of pay of new entrants 
to the Superior Service (Officer grades) to be introduced 
during the year 1934-5. The new scales represented a sub- 
stantial reduction, but as they did not affect those already in 
service prior to 16 July 1931, the savings expected would not 
materialize for almost a generation. The character of the 


" Thus, the sanctions as regards perso amet were not renewed. Acting allowances 


were reduced by orders to the effect that no o ciating arrangements for periods lesa than 
- 21 daye be made allowances (allo — to compensate 


Compensatory wances 
for the highor cost of livi living in such —— Calcutta, Bombay, Rangoon, ete.) granted 
eden Tae: DO ah Galan’ AOAN DET DIANA were) sedans. 
— eae een hen house allowances were ible, by 10 per cent. 


allowances to staff doty. alko abolished— Rail 
Board's Report 1033-4, Vol. I. D. 0a. on: selleving duty were —Railway | 
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new monthly scales as compared with the old can be under- 
stood from the comparative figures given below for certain 
administrative and other posts.** 


I. Administrative posts Old scale New scale 


l. Chief engineer Rs. 2,750-125-3,000 2,250 
Chief operating superintendent 2,750-125-3,000 2,250 
Chief commercial manager 2,500 2,000 
Chief mechanical engineer 2,500-125-2,750 2,250 
Chief accounts officer - 2,200-100-2,500 2,000 
2. Deputy Agent 1,950 1,300 
Deputy chief engineer, and 1,950 — 1,300 
other deputies 
Il. Other posts ` É 
Junior/asst. officer’s scale 375-50-975 350-25-500 
(engineering) | | 
Senior/district officer's scale 625-2/50-1,375 Grade I 750 
— II 850. 
s HE’ 9650 


Although the effect of the new scales of pay may not be 
- noticed for some years, there can be no doubt that the revision 
has been in the right direction and will in the course of years 
tend to correct the increases in the twenties. 


a Il, UPPER SUBORDINATES 


The subordinate staff—non-gazetted staff on state-managed 
railways and those on a corresponding status on company- 
managed railways—embrace all employees other than those 

- included in the class of officers. Their pay may vary from work- 
shop labourer’s daily wages of a few annas to twice the starting 
pay of a gazetted officer. A distinction is made, however, 
between ‘upper’ subordinates and other non-gazetted employees. 
The former draw a scale of pay and enjoy a position higher 
than other subordinates. 


Number and cost 


The number of upper subordinates on Class I railways, 
excluding the Jodhpur and the N.(G)S. Railways, ‘shown in 


is Soo the State Railway Establishment Code for further dotaila anti for other posta. 
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"Table 94, indicates comparatively fewer employees of this group 


on company-managed lines.. Between 1924 and 1930 there was 
an increase of 18 per cent over all systems. Iti is also of interest 


to observe that the percentage increase on state-managed 
railways was about double that on company-managed railways. 


Between 1930 and 1937, there was a. decrease of 13 per cent. 


The total number of upper subordinates on company-managed 
railways declined from 109 to 98 per cent, and on state-managed 
railways from 119 to 101 per cent. 


TABLE 94. NUMBER OF UPPER SUBORDINATES ON THE CLASS I 
RAILWAYS, EXC. THE JODHPUR & N.(G). S. RAILWAYS* 


. . «©  State-managed Company-managed 
Railways 1924-5 1929-30 1936-7 Railways 1924-5 1929-30 1936-7 
Burma. * 318 469 374 A.B. 95 99 113 
E.B. . 417 484 402 B.N. 889 869 830 
EL(& O.&R.) ; 73 2,188 1,871 B.&N.W. 107 112 104 
G.L.P. 1,243 1549 1,252 B.B.&C.1. 939 1,100 O41 
N.W. 1,230 1457 1,347 - M.&S.M. 290 331 318 
Ry. Board & — 229 230 R.&K. 25 25 19 

‘other offices S.I. 296 334 269 
Total 5,181 6,376 5,476 Total 2,641 2870 2,594 


Total state-managed and company-managed railways 7,822 9,246 8,070 
*Raitway Board's Reports, Vol I. Revised figures wherever available. 

The distribution of these employees between different 
departments is indicated in Table 95, but only some broad 
conclusions may be drawn from these statistics as there has 
been some interchange of staff in certain years between certain 
departments. During the first six years after the Separation 
Convention it is found that the number of upper subordinates 
recorded a considerable increase, particularly in the mechanical 
engineering, stores, Agency and engineering departments. 
The largest number on all Class I railways was maintained 
during the two years 1929-31, and during this period the 
highest levels were reached. The peak figure was, of course, 
in 1929-30. Between 1929-30 and 1936-7 came about a great 
decrease which gradually reduced the strength from 9,246 
on 31 March 1930 to 8,070 on 31 March 1937, which represented 
the lowest figure for upper subordinates since 1925-6. 

Turning from the number of this class of non-gazetted 
employees to their cost, it will be recalled that an indication 
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TABLE 95. NUMBER OF UPPER SUBORDINATES EMPLOYED BY 
DEPARTMENTS* 


(Crass I RAILWAYS) 


Departments 
Agency 
Accounts 
Engineering 
‘Transportation 
Commercial 
Mechanical 
engineering 
Stores depart- 
ment 
Other depart- 
ments 
Railway Board 
and other 
offices 
Total 


Departments 
Agency 
Accounts 
Engineering 
Transportation 
Commercial 
Mechanical 
engineering 
Stores depart- 
ments 
Other depart- 
ments 
Railway Board 
and other 
offices 
Total 


* Railway Board's Reports, Vol. I. 


The cost of this department on the B.N., B.B.£C.I,, Burma, 
.&K. is included under Transportation. 


and 


1930-1 
114 
468 
1,456 
2,379 

149 
3,489 


179 


9,056 


1924-5 


82 
1,325 
2'523 
162 
2,699 
138 


893 


7,822 


1931-2 
107 


241 


8,685 


1925-6 
85 
1,415 
2 222 
169 
3,224 
151 


907 


8,173 


1932-3 


214 


8,415 


1926-7 
100 


8,245 


1927-8 
US 


3,335 
- 154 
1,012 


131- 


8,617 


1934-5 
100 
413 
1,190 
2,137 

119 
3,237 


8,178 


8,091 


1929-30 


8.070 — 


The figures against certain heada left blank for 
certain years are not available and are include 
t R&K. has included also 


ation under this head. 


E.B., 


in the figures of ‘other departments’. 


M.&5.M. 


has already been given. The scales of pay of upper subordinates 
were revised in 1920. The extent of increase in 1920 is disclosed 
by the figures given in Table 92. 
subsequent changes up to the orders of 1933 may be formed from 
the following scales of pay of staff in the office of the Railway 


Board. 


A general idea as to the 


The scale under A refers to those who were in permanent 


service prior to 1 November 1924; the scale under B to those 
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who — service after that date, but before 16 July 1931 ; and 
the scale under C to those who joined on or after 16 July 1931. 
‘SCALES OF PAY OF THE RAILWAY BOARD, UPPER 


~i SUBORDINATE STAFF* 

AN f A B | c 

= Ministerial establish- 200-15-385-500 180-15-4 50 140-10-310 (E.B.) 

ment : at Rs. 280 
Assistants, Ist Division 375-25-500 
Clerks, 2nd Division 100-8-300 100-8-260 80-4-120-5-200 
300-25-350 

Stenographers 175-9-400 150-10-300 125-5-180-10-300 


* State Railway Establishment Code. E. B. means efficiency bar. 


There were similar changes in the pay of uppér subordinates 
in the attached offices of the Railway Board and in different 
departments of the individual railway administrations. It 
is not possible to refer to them in the brief survey that is at- 
tempted here. The instance just given affords a fair indication 
of the nature of the decrease in the scales of pay from 1931 
onwards. Here also the interests of existing employees have 
been protected, and only newly recruited staff would come 
under the operation of the lower scales. As with employees 
of gazetted rank, the effect of these changes in the cost of 
staff will be seen only gradually, when with the natural wastage 


of the older staff the recently appointed employees on lower 
scales take their place. 


Ir. LOWER SUBORDINATE AND OTHER NON-GAZETTED STAFF 


Employees not coming under the two categories already 
considered represent lower subordinates and other non-gazetted 
staff. The total number of this group is not stated separately, 
and can only be arrived at by deducting the number of officers 
and upper subordinates from the total staff, The magnitude 
of the numbers involved in this group may be judged from 
the figures given below. This group constitutes the bulk of 
the railway staff. It would have been of interest to separate 
lower subordinates from the other non-gazetted staff but the 
information, unfortunately, is not available for the period 
under review. A general idea as to the proportions of the 


= - 
BERT 
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three groups is afforded by certain comparative figures prepared 
by the Railway Board in 1935-6, according to which as shown 
below lower subordinates ‘accounted for 384,000 out of a total of 
613,000, the balance being under labourers and inferior servants. 
The costof the lower subordinates is not available on any 
satisfactory basis. 


TABLE 96. STRENGTH AND COST OF LOWER SUBORDINATE, 
LABOUR AND INFERIOR STAFF* 


° (Rs. in crores) 
1913-4 1923-4 1935-6 
No. Rs. No. Rs. No. Rs. 
Lower subordinates 298,562 7°36 317,227 14°94 383,868 20:03 
Labourers 157,001 1-47 177,816 3-13 154,290 $98 
Inferior servants 56,699 O61 67,678 1°33 65,386 1-39 


Total all employees 558,406 12°63 632,905 27°00 612,926 31°79 


* Public Accounts Committee Report 1935-6, Vol. I, Part II, pp. 54-5. Figures relate 
to the 11 Class I railways oxcluding the Burma. 


A different type of analysis was adopted by the Royal 
Commission on Labour in 1931 on the basis of, information 
supplied by the railway administrations. But as the figures 
included upper subordinates also, the information is not helpful 
in defining the status and wages of the remaining non-gazetted 
employees. The limitations of the statistical data thus render 
it impossible to undertake anything more than an examination 
of the information collected for, and during, particular en- 
quiries. ‘It will be seen from the figures of the lower category 
of the subordinate staff shown in Table 92 that the average 
cost increased during 1921-9. 


Minimum wage 


From 1930 onwards, due largely to the growing influence of 
organized labour, the recommendations of the Royal Commission 
on Labour, and the policy of Government to improve labour 
conditions, action was taken to liberalize the scales of wages 
and the conditions of work. Prior to April 1929, the investi- 
gations made were of a general nature on which it was not 
possible to build up a scheme of revision. Early in 1930 an 


” Public Accounts Committee Report 1935-6, Vol, I, Part IT, p. 55, 









empt was made to revise the scales on the E.B. and G.I.P. 
ilways on the basis of a minimum wage. An increase in 


* F th he wages of lower-paid employees’ was sanctioned to these 
administrations with effect from April 1930. The estimated 
extra recurring cost was Rs. 4°5 lakhs and Rs. 5 lakhs, res- 


pectively, for the E.B. and G.I.P., though the immediate cost 
was greater on the latter, namely, Rs. 8 lakhs. The A.B. 
also introduced, on the lines of the E.B., revised scales of pay 
for its subordinate staff in the traffic, locomotive, engineering 
and medical departments, at an estimated increased expendi- 
ture of Rs. 1°18 lakhs, of which 83 per cent was on account 
of increases in the lower services. In. July 1930, the M.&S.M. 
had its proposals for bringing the wages of lower grades into 
line with those on state-managed railways sanctioned at an 
extra cost of Rs. 4 lakhs. A further revision of the pay of 
its clerical establishment was also sanctioned three months 
later at an gstimated annual cost of Rs. 67,000. On the E.I., 
an investigation on similar lines was made in 1930, and in 
September of that year its proposals were given effect to at 
an estimated cost of Rs. 11 lakhs per annum. Similar enquiries 
were also instituted on the N.W. and it was found that the 
wages did not call for improvement.”® 

The latest revision in the scales of pay of low-paid staff 
introduced by these attempts effected a further improvement. 
It is impossible to refer to the changes in detail in the wages 
of all the different classes of employees. The results may 
best be indicated by comparing the higher scales adopted 
with the older scales for certain classes of employees on the E.I. 


BLOCK SIGNAL WORKSHOP STAFF, HOWRAH 


Old New ~ 

Minimum maximum Minimum Maximum 
Fitter 0 8 0 pd. Rs. 90 p.m As. 19-1-16-14-24 p.d. Rs. 52-24-607 p.m, 
Driller A Oe ee 1 7 0 p-d. + As. 13-1-10-14-24 pd. 
Turner 0) 15 i ef 2 l 0 +. Aa, 32-1 -A0 ee 
Moulder bw 0.0% ve 1314 O ov os As. 24-14-32 * 
Engraver 1 o O +$ 2 6 0 * As. 32-1 40 . fr 

0112 0 ws 54 p.m. 12-1-16-14-20 Re. 40-24-55 p.m. 

LAJ -boy 0 ü 0 $ 0 i5 0 p-d. 7-1-11 
. pm. per MENSO. pd. per dirr 


» 


* Railway Board's Reports 1930-2, 


~ 
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Hours of Employment Regulations 


In 1930 another great scheme also came to fruition. This 
was the application of the Washington and Geneva Conven- 
tions prescribing respectively, a 60-hour week and a weekly 
= rest day in industrial undertakings. Although they were 
ratified by the Government of India prior to 1924, their appli- 
cation to Indian railways presented difficulties which had 
already been experienced by transport services in other coun- 
tries. They were accentuated by religious and social customs 
in India. The Indian Railway Conference Association, after 
considering the conventions, framed rules, but they were ex- 
haustively re-examined in 1929 with a view to specifying the 
branches of railway services to which they were to be applied. 
An enabling bill authorizing the Governor-General-in-Council 
to make rules was introduced in September 1929 and, after 
emerging from the Select Committee, was passed by the Central 
Legislature early in 1930. These rules, when finally framed, 
assumed a statutory character when published in the Gazette 
of India in January 1931." 

The new rules took effect on the N.W. and E.I. on 1 April 
1930, and a year later on the E.B. and G.I.P. The change 
brought some 400,000 out of 700,000 railway workers on Class I 
railways within the scope of the Hours of Employment Regu- 
lations. The increase in working expenses as a result of the 
application of these regulations was estimated at about Rs. 
45 lakhs per annum, on account of the additional staff of 
_-10,000 needed. The policy of extending the rules to other 
‘railways suffered an interruption owing to the beginning of 
the depression and the pressure for economy. The Railway 
Retrenchment Sub-Committee themselves recommended that 
the policy be stopped with the first two railways, but the 
Government óf India, in view of their international obligations, 
decided to stop only after extending it to two more systems. 
The question was revived in 1935-6, when the Hours of Em- 
ployment Regulations were given statutory effect on two 


1? Thid. 
48— 161465 







— 


ays, Pie BB&CI and M.&S.M. This brought 
* ile cent of the railway staff within the benefits of 


- new legislation. ‘The remaining railways were brought 
x * ‘Tine: during the next five years. 


4 Á LEAVE RULES 

= The strength of staff maintained and, therefore, its cost 
are influenced by the policy followed as regards the grant of © 
leave on full or partial pay. Thus, as was mentioned in con- 
nexion with the pay and strength of officers, there came to 
be maintained a 20 per cent additional strength to keep a 
reserve of 16 per cent of officers proceeding on leave and 4 
per cent for officers sent on deputation. The state-managed 
railways are generally subject to the rules regarding leave 
adopted by the Government of India under their Fundamental 
Rules applicable to other Government departments. Accord- 
ing to these rules, an employee of non-Asiatic domicile earned 
leave on full pay at the rate of 5/22nds of duty. An employee 
of Asiatic domicile was allowed a slightly lower rate, namely, 
2/liths of duty. An employee, if he-served for, say, 29 years 
would have due to him in all seven years of leave, if of non- 
Asiatic domicile, or six years, if of Asiatic domicile. Of this 
total, not more than three years could be on full pay in the 
case of the former, and two years in the case of the latter, 
extensible, however, to three on medical grounds, or out of 
India. Finally, leave not due might also be given in advance 
of being earned for a period extending up to six months in 


all without medical certificate, or for longer periods with 
one. 


On company-managed railways rules were made on similar 
lines under the Fundamental Leave Rules for the guidance 
of railway companies, sanctioned by the Secretary of State 
as early as 1901. These rules group railway employees as 
either Europeans or non-Europeans.. They were not so liberal 
as those on state-managed railways. 


u Memorandum by the Railway Board for the Royal Commission on Labour, pp. 145-6. 
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There were considerable differences on the individual ad- 
ministrations. Thus on the N.W. leave to lower grades of 
staff was limited to 60 days sick leave on half pay in a calendar 
year besides 15 days casual leave on full pay, while employees 
in higher grades got their leave under the Fundamental Rules. 
Anomalies had also crept into the old company-managed, 
railways acquired by the State. Employees of the E.I. and 
G.L.P., for instance, whose status in this respect was not dis- 
- turbed, continued to get their leave under the old company 
rules while those recruited after the State acquisition got 
theirs under the Fundamental Rules. Between companies 
themselves there were differences, such as a limit of three 
months on the B.B.&C.I. and of four months on the B.N. 
for privilege leave of subordinate staff. 

The practice varied from those just outlined in the case 
of workshop staff and inferior services. Labourers employed 
in workshops, generally on daily rates of wages, were given 
the concession of a limited number of workshop holidays with 
full pay or of casual leave in lieu of holidays after they had 
completed one year service. The actual number of days 
varied from 6 on the A.B. Railway to 20 on the E.B. Railway. 
A more generous standard was adopted for monthly rated 
employees in receipt of Rs. 21 and over, in the J amalpur work- 
shops of the E.I. Railway. 


Revised rules of 1930 


On 1 September 1929, an attempt was made to extend 
leave privileges to workshop employees of three years service 
in the Lillooah Workshops of the E.I. by converting their daily 
wages to a monthly wage at the rate of 26 times the daily rates. 

The situation of other employees in inferior service was 
not satisfactory. Labourers employed in sheds, train-exa- 
mining stations, on daily or monthly rates of pay, station 
menials and others were treated on the same footing as work- 
shop employees. But in lieu of holidays they were given 
15 days casual leave in a calendar year. On state-managed 
railways, several classes of monthly rated employees were 







“ap 


P 
. 
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wed to earn leave according to the Pondatnental Rules, 
but, it was subject to the condition that no extra cost should 
be imposed on the State. 

On a review of the position, the Railway Board concluded : 


(1) that considering the climatic and other conditions of working in India, 
the leave terms applicable to workshops and other labour call for a certain 


J „measure of improvement in the case of employees who have settled down 


in the Railway Department and have completed say, three years service ; 

(2) that other men in inferior service might with advantage be treated 
on a par with workshop and other labour, the ‘no-extra-cost’ conditions 
being removed ; 

(3) that the leave terms applicable to superior and subordinate staff 
are over-liberal. In fact, the majority of railway servants avail them- 
selves only of the leave they can get on full pay, including casual leave, 
and if such leave is not due, a limited amount of leave on half-pay in the 
event of sickness or on special occasions ; 


(4) that the leave rules on company-managed railways require re- 
casting, specially in the direction of removing racial discrimination. 

The revised rules, which came into force on all the state- 
managed railways on 1 April 1930, attempted to bring leave 
rules into better conformity with the needs of a commercial 
department by making them simpler and obviating elaborate 
calculations of leave, leave salary and leave accounts; to 
remove racial discrimination which had persisted on the E.L., 
G.1.P., and Burma after State acquisition ; and to allow what 
the Railway Board regard as a reasonable amount of leave 
privilege to all classes of railway employees without making 
its grant dependent on the ‘no-extra-cost’ condition. The 
Secretary of State sanctioned the Railway Board’s recom- 


- mendations being extended to the company-managed railways 


and they took effect on 1 October 1931." 
Other changes 


There were other problems which were no less important, 
and the efforts of the railway unions were directed towards 


* The leave privileges granted were: for continuous service of more than 3 yeoara, 

4 —— apes sat fe any hiik net on full oy pe —— ear; for a period extond- 

— * on ull ealondar year ; 

ani eke a period exceeding tn taeda m 20 da — fall ‘pay: on medical —— on 
half pay up to 30 days per calendar of Maar Aik 
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finding a solution. There was, for instance, a widespread 
feeling of instability of service arising from a fear of dismissal 
or wrongful discharge. Many of the strikes which occurred 
during the post-war period were connected directly or in- 
directly with this factor. Steps were taken in 1930 to improve 
the security of tenure, by providing for a right of appeal and 
other measures generally safeguarding the interests of non= 
gazetted staff. 

Another important reform was the speeding up of payment 
of wages within 14 days of the close of the month to which 
they relate. Inordinate delays in payment, which formed 
one of the grievances of labour, were sought to be removed 
by special measures taken for the purpose. The Railway 
Board also formulated a definite policy of granting financial 
assistance to lower-paid staff for the education of their children 
at boarding schools which were away from the employees’ 
stations. Similarly, facilities to relieve indebtedness through 
grants from the staff benefit and other funds were also ex- 
tended. 

Reference should also be” made to the attempt of railways 
since 1924, to improve and maintain the efficiency of the staff 
by the establishment of technical or area schools to provide 
regular or refresher courses of instruction and training for 
officers and subordinates on various aspects of railway working. 
Although the more ambitious Staff College had to be closed 
shortly after it was opened, the other institutions carried on 
their valuable work uninterrupted.*° 


DEPRESSION AND RETRENCHMENT OF STAFF 


While measures for the amelioration of the service conditions 
of lower-paid staff were being elaborated and introduced 
gradually, the effect of the depression in 1931 and the financial 
stringency rendered it impossible to continue them. There 
was a spasmodic contraction in the volume of railway em- 


- ployment. Railway administrations had to cut down costs 


29 For a more detailed account of these changes, see the chapter on Staff in Railway 
Board's Reports from 1929-30 onwards. 












= — in — ain stores, — by operating railway 
rices with a reduced staff in the latter part of 1930 itself. 
Bacar administrations started on a policy of discharges and- 
x * demotions of their employees. The number of staff on 11 
Class I railways decreased from 728,821 on 31 March 1930, 

to 690,277 on 31 March 1931, a reduction of 38,544. Of the 
_..number in 1931, 40,502 were discharged and they consisted 
of 32,655 permanent employees and 7,847 temporary employees. 
Another 4,392 were demoted. Before these retrenchments 
were carried out, the All-India Railwaymen’s Federation could 
not get the Railway Board to agree to suspend or cancel their 
measures till an enquiry as to their necessity, extent and 
character was completed. The Federation asked for a Court 

of Enquiry under the Trades Disputes Act 1929, which was 
appointed on 13 August 1931. The Railway Board stopped 

on 7 July 1931, further retrenchment of staff till October 1931. 
The Court, after enquiry, held that the evidence did not support 

the suggestion of improper conditions of work to the staff 
not retrenched, and was satisfied that in making retrenchment 
due regard had been paid to-the stoppage of recruitment, 
normal wastage and retirement ‘of staff taking their gratuity 
and provident fund. Except for the consideration given to 


a few hard cases, the policy of retrenchment was generally 
approved,*! 


Railway employment thus became a contracting spiral 
during the depression. We may indicate the effects of the 
retrenchment of staff and stoppage of recruitment by examining 
the statistics of the number and cost of non-gazetted staff. 
Including upper subordinates, the non-gazetted staff on Class 
I railways declined in numbers as compared with 1929-30, by 
5 per cent in 1930-1, and by 12 per cent in 1931-2. A further 
reduction making a total of 16 per cent was carried out in 
1933-4, the year representing the lowest figure since 
1930. During the next three years, the non-gazetted staff was 
onty 84-5 per cent of the pre-depression year.“ The decrease 


" Railway Board's Report 1931-2, Vol. I, pp. 64-5. 
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was generally greater on state-managed lines. With the 
exception of the B.B.&C.I., which had a percentage figure 
more or less similar to the total average, all company-managed 
raiļways had a non-gazetted staff of over 90 per cent of 
1929-30. There was on the A.B. even an increase by 5 per 
cent. ; | : * 
TABLE 97. TOTAL NUMBER AND COST OF NON-GAZETTED STAFF* 

| 1929-37 : 

(Crass I RAILWAYS) 

(Rs. in crores) 


Percent Cost Percent 
Year Number of 1929-30 Rs. °%, of 1929-30 
1929-30 797,258 100 36°09 100 
1930-1 758,975 95 - 3576 99 
1931-2 705,398 88 33°08 92 
1932-3 679,878 85 31°28 87 
1933-4 666,641 84 31:89 88 
1934-5 670,495 N4 32-24 89 
1935-6 676,156 85 33°10 92 
1936-7 673,432 84 33°36 92 


* Railway Board's Reports, Vol. I. The figures represent open line and construction 
staff, pormanent and temporary. . 


Turning from the strength of staff to their cost, it will be 
seen that the percentages indicate a lower rate of increase. 
Thus, even during 1933-4, when the number of staff was 54 
per cent of 1929-30,“the cost was 88 per cent on all Class I 
railways. During 1936-7; the number was 84 per cent, while 
the cost was 92 per cent. Examining the detailed figures™* 
the discrepancy is shown even more clearly. The difference 
in the general picture presented by state-managed and com- 
pany-managed railways may be mentioned. Even with a 
diminished staff, cost steadily increased on the M.&S.M. and 
A.B. Both as regards staff and their cost, the state-managed 
railways showed a larger percentage of reduction. 


Rise in cost of staff 


The one redeeming feature in this period of discharges 
and wage-cuts, is the maintenance of a liberal labour policy 
and the steady introduction, soon after the initial phase of 


1! The detailed figures are given in the appendix, 
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= 


‘th o depression, of measures designed to improve wages and 
= working conditions. The financial effect of these measures 
* was to increase the total wages bill. Contrary to the trend 
2 on some foreign railways during the depression period, the 
i k average wage on Indian railways increased. As may be 
— seen from the figures given below, the average cost of all staff, 
— including allowances, overtime, etc., per head per diem, in- 

creased from Rs. 1°28 in 1924-5 to Rs. 1°36 in 1929-30 and to 
Rs. 1°48 in 1936-7. Excluding the cost of the gazetted staff— 
for which separate statistics are available only for recent years 
—the average cost for other employees increased from Ks. 1°24 
in 1929-30 to Rs. 1°36 in 1936-7. An increase is also noticeable 
in the cost of gazetted staff, due probably to the effects of the 
time-scales of the older employees not coming within the new 
scales of 1934. But the difference between the average cost 
of gazetted staff and of other employees is striking.** 


TABLE 98. COMPARATIVE COSTS OF STAFF* 


j 
-> 


. (Crass I RAILWAYS) 
(In rupees per head per diem) 
Gazetted staff Non-gazetted staff All employees 
1924-5 ee * 1-28 
1929-30 46°82 ' P4 1:36 
1930-1 44°49 1-29 ; L-41 
1931-2 46°65 1-28 1-41 
1932-3 43°00 1:26 , 1-38 
1933-4 47°02 L31 1-44 
1934-5 45°19 1'32 L44 
1935-6 47°47 1-34 1-47 
1936-7 47°27 1-36 148 


* Calculated from figures taken from Railway Board's Reporte. Revised figures 
used when available. 


= Some differences are to be observed in the average wage 
levels on state-managed and company-managed railways. 
The average daily cost per employee on the former during 
1924-37 increased as shown in Table 99, from Rs. 1°38 to 


Rs 1°53. w 

i 

i ~ = On tho American railways, ‘executives, officials and staff assistants —who may 
Fi be compared to the gazetted or officer staff in India—recdived the highest average pay 
r, ; per deem of 817°49 in 1936, as ——— with —*— —— all railway em- 

* ployees. The corresponding figures fi and average emplo 

—* on Indian railways 1936-7 were Re, AT: WT ond SAA Re 148 respectively. — én 
ji > 
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TABLE 99. COMPARATIVE COSTS OF STAFF ON STATE AND 
COMPANY-MANAGED RAILWAYS* 


(In rupees per annum) 


State-managed Company-managed 

Railways 1924-5 1929-30 1936-7 Railways 1924-5 1929-30 1956-7 
Burma 628 585 576 A.B. 313 442 460 
E.B. 435 469 495 B.N. 442 472 528 
E.I. 396 464 529 B.B.&C.I. 583 607 655 
G.I.P. 554 541 588 M.&S.M. 444 453 513 
N.W 510 545 612 S.I. 515 497 499 

B.&N.W.t 258 278 313 

R.&K.t 271 275 313 
Average 1-38 1-43 1°53 1-26 1-35 1-45 
per diem 


* Calculated from figures taken from Railway Board’s Reports. Revised figures 
used when available. 
+ Excluded in the averago 


On company-managed railways, the average cost per employee 
started from a lower level, Rs. 1°26; it rose to Rs. 1°35 in 
1929-30, a much lower level than on state-managed lines, and 
again to Rs. 1°45 in 1936-7. If the increase on the company 
lines during the pre-depression period is taken as an attempt 
to overtake the lag as compared with the State lines, the subse- 
quent increase has certainly been lower than on the latter. 


A comparison of the cost of staff with the levels of wages 
prevailing in other organized industries would be interesting, 
but lack of adequate data renders the attempt impossible. 
Information relating to the more important industries for 
certain years in a limited number of centres points to con- 
siderable variations from group to group. -But a comparison 
of the wage rates in the Bombay textile industry and the 
Calcutta Jute Mills discloses a higher level on railways.** 
A substantial proportion of the industrial wages may have 
to be discounted on account of the higher cost of living in 
the bigger centres, which is escaped by a large part of the 
railway staff distributed all over the line. 


* —— — to the Bombay Wage Census (1934). the average wage for men in all 
i ‘common " occupations, excluding unskilled y ra Dad {all factories) 
‘amounted to Re. 41-8-5 in Bombay City, and Rs. 43-2-11 in Bombay Suburban, decreasing 
to Ra. 22-1-4 ———— City) in the interior, Among the Calouttu Jute Mills, wages 
averaged Ra. 40 per month, Jather & Beri, Indian Economics, Vol. IT, p. 107, 
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In addition to the salaries or wages and leave privileges, 
= railway staff also enjoy certain pecuniary allowances and 
= perquisites. The allowances comprise officiating and duty 
allowances in consideration of additional or more responsible 
work; local allowances in consideration of the expensiveness 
or unhealthiness of residence in particular localities ; travelling 
- allowances; allowances to running staff on a milage or over- 
time basis for working on holidays; and miscellaneous allow- 
ances such as relieving allowances, grain compensation allow- 
ances, etc. Perquisites partake of the character of additional 
emoluments in kind. They are principally free passes and 
kindred privileges, uniform, free rations as on the Nushki 
Extension Railway, free quarters or allowances in lieu thereof, 
free medical attendance, assistance towards education of chil- 
dren, miscellaneous concessions such as the selling of fuel, scrap 
materials, petty stores, etc., at reduced rates. It is not easy 
to convert the value of these perquisites into a financial 
equivalent, but there can be no doubt that their existence sub- _ 
stantially enhances the attraction of employment on railways 
as against industrial undertakings. 


`a 


We may conclude this chapter with a brief assessment of 
the policy followed with reference to the cost of staff. Thè 
elasticity and freedom in the administration of personnel 
matters so essential to a commercial undertaking were singularly 
absent. Railways’ disclosed the same features as other depart- 
ments of the Government of India as regards salary scales and 
other privileges. What may strike foreign observers as even 
more surprising is that company-managed railways were no 
better in this respect. Whether it was the scales of pay or 
leave reserves, the company railways tended to fall in line with 
the State railways, Thus not only the Lee Concessions, but 
also the pre-dating of the concessions were faithfully copied 
on company-managed railways. If scales of pay and other 
emoluments were proper and reasonable as compared with the 
standards in private industry, the uniformity is an undoubted 
advantage : the eccentricity of particular managements ought — 
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not to be visited on the staff to their detriment. But the 
influence of Government on these questions was such that 
not even the Railway Board—not to mention the individual 
administrations—had any freedom to decide questions on 
their merits. The restoration of the salary cuts in 1934 affords 
an instance in point. That restoration was made not on 
grounds of improved railway revenues—which was the deciding 
factor—but on the plea that as it was being done for all em- 
ployees of the civil departments, Government would not ex- 
clude railway servants from the benefit. Government was, 
of course, generous in taking this view, but it was a decision 
imposed on railways, though their financial position did not 
warrant it. Again, the anomaly of the higher salary scales 
was exposed during the depression, but this would not have 
been discovered so late had it not been for the imposition of 
State scales and procedures on railways. 

As regards lower subordinates and inferior staff, the —— 
of the State has been on the whole considerate. Government 
initiated improvements in wage scales, which were extended 
to the company lines also. It is doubtful if the reforms 
carried out since 1930, during the period of the depression 
would have been effected without friction if all the railways 
were operated by private undertakings. The fact that Indian 
railways were owned by the State and that the rights of the 
companies were limited by their contracts was a distinct ad- 
vantage. Many of these changes were» desirable, some of 
them indeed long overdue, and the fact that the financial 
difficulties of railways were not allowed to stand in their way 
reflects credit’ on the authorities concerned. 

But these reflections should not obscure the danger inherent 
in the system: that state management is generally powerless 
to control wages before a crisis occurs. The trend of the cost 
of superior staff has been upward, even during the later years 
of the depression. It is when state management attempts 
to keep down or reduce wages that its weakness is likely to be 


exposed. 






CHAPTER X 
oe i OPERATING EFFICIENCY 


ri Factors of —— efficiency, 388. 
l Physical condition of equipment, 389. Serviceable stock, 389. j 
Rolling-stock utilization, 392 Engine milage, 392. Gross and net tons per 
_ goods train, 393. Wagon milage and net ton milage per wagon day, 395. 
Speed of transportation, 396. Ton miles per train-hour, 397. Punctuality of 
' passenger trains, 398. Speed of goods trains, 399. 
Fuel consumption, 400. 
Ratio of productive to indirectly productive operation, 401. Shunting 
milage, 402. 
Composite index of efficiency, 403. Superiority of the State lines, 405. 
Stores balances, 406. Claims for compensation for loss and damage, 408. 


In preceding chapters attention has been focussed mainly 
on the financial aspects of working. Financial results are 
what primarily interest those concerned in the administration 
of our railways, but in the last resort they are largely deter- 
mined by the efficiency of operation. Other things being 
equal, a higher standard of efficiency implies that transportation 
is being. conducted with less labour and expense and, therefore, 
at a cheaper cost. 
` Improvement in railway operation may be the result of 
several factors. Some of them are connected with physical 
equipment, more intensive utilization of plant and continued 
effort towards elimination of waste. They may be measured 
by the use of statistical units. There are others, consisting 
of intangible elements, which do not lend themselves to measure- 
ment. Such, for instance, are the satisfaction of the public, 
the comfort and convenience of passengers, the condition in 
which consignments arrive at their destination, and prompt 
servico. These factors, although as important as the others, 
are not capable of statistical appraisal. No less significant 
is the human factor. As Dr. J. H. Parmelee sums up: 
‘Advances in efficiency are in part the result of general im- 
provement in physical plant, brought by the investment of 
large sums of new capital so as to make improved service and 
_ greater economy of operation possible. In part they result 


* 
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from more effective organization of the personnel and from 
the combined effort of both management and men to render 
adequate, satisfactory and prompt service.’”! 

In an attempt to appraise the efficiency of operation, one 
must take into account the various aspects of working in 
connexion with . passenger and goods traffic. The different 
phases of operation may be broadly grouped as follows : 

(a) physical condition of equipment ; 

(b) utilization of rolling-stock ; 

(c) speed of transportation ; 

‘(d) fuel consumption ; and 

(e) ratio of productive to indirectly productive operation. 

We may now proceed to review the character of railway 
operation under these heads during the period 1924-37. 


PHYSICAL CONDITION OF EQUIPMENT 


The physical assets of railways .were improved and 
modernized throughout as a result ef the large capital expendi- 
ture during the twenties. The permanent way, as we have 
seen already, was strengthened and other fixed assets such 
as bridges, banks, etc., were brought up to a higher standard. 
Rolling-stock was also improved. But as the permanent way 
is an-irrevocable investment, its utility can only be measured 
by the extent to which it is used by the mobile equipment. 
We may, therefore, turn to the mobile eqnipment, consisting 
of locomotives, coaching vehicles and goods wagons. 


Serviceable stock 


It is of the greatest importance for a railway to ensure that 
as large a number as possible of the total stock is available 
for use. In actual practice, however, a certain number is 
always under or awaiting repairs in the shops or in sick lines. 
In Table 100 the statistics of the percentages of serviceable 
locomotives, coaching vehicles and wagons to the total stock 
on Class I railways for 1924-37 are given. The number of 


‘J. H. Parmolee, The Modern Railway, p. 216. 





he Sa Sot SOI motives. on the line, — those in mechanical work- 


3 z, shops, sick lines and transportation workshops, shows a material 


3 i improvement during the period 1924-30. The proportion of 


- serviceable locomotives rose by 4 per cent on the broad gauge, 
and 5 per cent on the metre and narrow gauges. During the 
period of the depression the improvement was interrupted. 
The number on the broad gauge touched the level of 83 per 
cent during 1932-5, after which it dropped to 82 per cent. 
On the metre gauge the percentage increased from 86 in 1931-2 
to 87 in 1935-7. As compared with 1924-5, the proportion of 
serviceable locomotives on the broad, metre and narrow gauges 
in 1930-7 was higher by 5, 8 and 5 per cent, respectively. 
TABLE 100. PERCENTAGE OF SERVICEABLE LOCOMOTIVES TO 


TOTAL STOCK* 
> (Cuass I RAILWAYS) 
Year Broad Metre Narrow Year Broad Metre Narrow 

1924-5 78 79 77 1930-1 8&1 84 8&2 
1925-6 77 $1 78 1931-2 82 86 82 
1926-7 78 81 77 1932-3 83 86 81 
1927-8 79 £2 80 1933-4 83 86 82 
1928-9 80 2 81l 1934-5 83 86 81 
1929-30 Sl K4 82 1935-6 82 87 82 
1936-7 82 87 81 


* Railway Board's Reporte, Vol. II. 


Coaching vehicles for our present purposes may be grouped 
into passenger carriages and other coaching vehicles. In 
Table 101 the statistics of serviceable stock are shown in per- 
centages to the total on the line. The percentage of service- 
able passenger carriages increased in 1929-30 by 7 on the 
broad gauge, 3 on the metre gauge and 3 on the narrow gauge. 
Except on the metre gauge, where there was a further improve- 
ment of 2, there has been a decline since 1930. In 1936-7 
the serviceable carriages decreased to 88 per cent on the broad 
gauge, and to 90 per cent on the narrow gauge. 

Other coaching vehicles showed less improvement in 1929-30. 
Metre gauge vehicles were up by 3 per cent, an improvement 
generally continued to 1937. There was a deterioration to 
a small extent as regards broad gauge vehicles and to a larger 
extent as regards narrow gauge vehicles. 
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TABLE 101. PERCENTAGE SERVICEABLE COACHING VEHICLES* 
(Ciuass I Rat~ways) 
(a) Passenger carriages 


OPERATING EFFICIENCY 


Year Broad Metre Narrow Year Broad Metre Narrow 
1924-5 83 87 91 1930-1 90 91 94 
1925-6 - 84 SS 91 1931-2 90 92 93 
1926-7 87 so 90 1932-3 89 92 93 
1927-8 89 90 92 1033-4 89 92 93 
1928-9 89 90 94 1934-5 88 91 91 
1929-30 90 90 94 1935-6 88 92 89 

1936-7 88 92 ' 90 

(b) Other coaching vehicles 

1924-5 88 90 91 1930-1 91 93 89 
1925-6 88 89 92 1931-2 91 93 93 
1926-7 90 91 91l 1932-3 9l 92 93 
1927-8. 92 93 91 1933-4 89 93 90 
1928-9 92 92 91 1934-5 89 93 84 
1929-30 92 93 91 1935-6 90 93 77 
£ n 1936-7 89 93 s4 


*Railway Board's Reports, Vol. II. 


t The best record is that presented by goods wagons. In 
— 1924-5 the serviceable wagons stood at 93 per cent on the 
broad gauge, 94 per cent on the metre gauge and 97 per cent 
on the narrow gauge. By 1929-30 there was an increase of 
1 per cent on the broad and metre gauges. During the period 
1930-7 there was a decrease on the former to 87 per cent in 
1932-3 and a slight increase to 91 per cent in 1936-7. The 
metre gauge wagons continued the improvement and reached 
a percentage of 97. The narrow gauge wagons showed no im- 
provement in 1929-30 and recorded a decrease of 2 per cent 
in 1936-7. 


TABLE 102. PERCENTAGE SERVICEABLE WAGONS* 


(in 4-wheelers) 


(Crass I RAILWAYS) 


"Year Broad Metre Narrow Year Broad Metre Narrow 
1924-5 93 I4 97 1930-1 94 96 97 
1925-6 93 93 96 1931-2 92 97 94 
1926-7 94 94 96 1932-3 87 97 OG 
1927-8 95 96 96 1933-4 89 98 96 
1928-9 93 96 97 1934-5 9l 97 95 
1929-30 94 95 97 1935-6 90 97 95 

1936-7 9l 97 95 


* Railway Board's Reports, Vol. II. 





z — the — the, position with regard to locomotives was 


= more satisfactory in its steady rate of improvement. But 
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the Wedgwood Committee, comparing the figures with those 


of. the British and South African railways, observed that 


the ‘percentage of stock awaiting repairs was high and that 


even when a reduction was recorded there was room for further 


improvement. 
ROLLING STOCK UTILIZATION 


We may now turn to the utilization of railway rolling-stock. 
As part of the equipment is used exclusively on passenger 
service and part for goods service we may treat them separately. 

The motive power is supplied by the locomotives dnd a 
measure ‘of the work done by them is provided by the average 
distance travelled by an: engine per day. The -engine miles 
per engine day for passenger and goods locomotives indicate 
the work turned out by them.* The performance of passenger 
locomotives, as shown in Table 103, discloses an increase in the 
average milage. During 1924-30, the additional distance per 
passenger locomotive was 25 miles, or an increase of 21 per cent, 
on the broad gauge; 22 miles, or 21 per cent, on the metre 
gauge; and 25 miles, or 36 per cent, on the narrow gauge. 


TABLE 103. ENGINE MILES PER PASSENGER ENGINE PER DAY* 
(Cuass I RAILWAYS) 


Year — Metre Narrow Year Broad Metre Narrow 
1924-5 119 104% 69 1930-1 139 121 91 
1925-6 128 112 82 1931-2 138 124 96 
1926-7 137 113 74 1932-3 138 124 87 
1927-8 139 120 gl 1933-4 138 125 100 
1928-9 142 126 83 1934-5 143 127 95 
1929-30 144 126 M4 1935-6 149 127 94 

1936-7 152 129 98 


* Railway Board's Reports, Vol. II. 

There was a decrease in the average during 1930-3, and in 

the succeeding four years, the earlier records were broken and 

in 1936-7 engine milage was, as compared with 1924-5, 28, 

24 and 42 per cent higher on the broad, metre and narrow 
gauges, respectively. 


© The performance of mixed trains is not included in the table. 
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The situation with regard to goods engines, as may be 
judged from Table 104, indicates a remarkable improvement 
on the broad gauge from 82 to 96 miles in 1936-7, an advance 
of 17 per cent. The performance of the metre gauge loco- 
motives has not been quite so satisfactory. Although a higher 
average milage of 94 was obtained in 1924-5, there was a fluc- 
tuation from 90 to 94. But an increase to 98 has followed 
a steady upward trend since 1930. The narrow gauge loco- 
motives were more uncertain in their average milage and 
indicate a general decline, from 81 to 68. 


TABLE 104. ENGINE MILES PER GOODS ENGINE PER DAY* 
(Ciass I RAILWAYS) 

Year Broad Metre Narrow Year Broad Metre Narrow 
1924-5 82 94 78 1930-1 88 91 72 
1925-6 84 94 81 1931-2 89 92 72 
1926-7 85 92 78 1932-3 91 93 63 
1927-8 86 95 73 1933-4 95 94 66 
1928-9 87 D sl 1934-5 95 96 69 
1929-30 88 94 - 99 1935-6 95 95 70 

1936-7 96 98 68 


* Railway Board's Reports, Vol. LI. 

The engine milage must bear a definite relation to the work 
performed, namely, the train miles, wagon miles and ton 
miles. As the running of a locomotive implies expense, it is 
important to observe that no more than the necessary amount 
of milage is operated. The train is the freight unit for trans- 
portation and the train milage measures the amount of work 
done in terms of trains operated. As the purpose of the train 
is to, haul freight, the weight of the train as such affords a 
standard of the work done by it. ‘Gross tons per goods train’ 
is an important statistic to check the efficiency of goods train 
working. The greater the amount of tonnage carried the lower 
_ will be the final cost of moving a ton mile. It is also necessary 
to consider, along with this statistic, the ‘net tons per goods 
train’ representing the revenue or remunerative load, which 
excludes the weight of the locomotives, wagons, etc. 

= The trend of tonnage per goods train may be seen from 
Table 105. On the broad gauge the gross tonnage per goods 
50—1514B 
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tra ir f moved from 861. in 1924-5 to 943 in 1935-6, an increase 


of 10 per cent. The net tonnage per goods train ,on the broad 
does not show anything like the same improvement, 






and averaged between 372 and 393. The maintenance of 
$ the same or even a higher record of goods train performance, 


particularly during the depression in which traffic had shrunk 
to abnormally low levels, implies that the work connected 
‘with the operation of goods trains was done with increasing 
efficiency. But taking the net tonnage along with the gross, 
per goods train, there was a larger proportion of non-revenue 
tonnage. But if account is taken of the fact that during the 
depression the very maintenance of earlier levels may be ren- 
dered difficult, the results in the light of circumstances might 
be deemed satisfactory. x 
TABLE 105. GROSS AND NET TONNAGE PER GOODS TRAIN* 
(Crass I RAILWAYS) 


Broad Metre Narrow 

Year Gross Net Gross Net Gross Net 
1924-5 861 380 381 - 163 197 65 
1925-6 869 372 376 156 190 60 
1926-7 884 381 Tf} y 157 184 56 
1927-8 907 390 386 164 181 D4 
1928-9 902 383 382 161 179 54 
1929-30 906 386 383 157 169 49 
1930-1 O14 SRD 334 160 170 48 
1931-2 923 389 400 166 164 44 
1932-3 917 380 393 160 163 44 
1933-4 933 391 410 168 166 47 
1934-5 931 4901 422 174 168 46 
1935-6 943 393 417 171 165 45 
1936-7 940 389 424 .- 195 168 48 

* Railway Board's Reports, Vol, TI. i 


Tonnage per goods train on the metre gauge presents a 
slightly different picture. During 1924-30, against an increase 
of l-per cent in the gross tonnage, there was a decrease of 4 
per cent in the net tonnage. During succeeding years the 
position as regards both gross and net tonnage improved, 
In 1936-7 there was, against an increase of 11 per cent in the 
gross tonnage, an increase of 7 per cent in the net weight, 
On the narrow gauge, the trend ‘showed a decrease in both 


gross and net tonnage. 
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There are certain other aspects to be considered in connexion 
with the operation of goods trains. The efficiency of working 
a goods train starts with the loading of the wagons. The 
paying freight per wagon indicates the utilization of the wagons- 
and their productivity. The movement of the wagons and 
the ton miles effected by them represent the transportation 
done by the goods trains. They constitute at once a measure 
of expense and of revenue. The extent of the activity of 
wagons and their productivity are shown by the statistics 
of ‘wagon miles per wagon day’ and ‘net ton miles per 
wagon day’. 

Wagon miles per wagon (per) day provide an important 
index of the utilization of wagon stock from the point of view 
of movement. An increase in the figure normally implies a 
decrease of delay in wagon movement or increased speed of 
movement, Fluctuations in the figures presented by this 
unit are the reflex of numerous operating conditions, such 
as the volume of traffic offered, speed of trains, length or number 
of wagons per train, delays in transit, etc. 

TABLE 106. WAGON MILES AND NET TON MILES PER WAGON DAY* 
(Ciass I Rarmways) 


Wagon miles per wagon day Net ton miles per wagon day 
Year Broad Metre N arrow Broad Metre Narrow 
1924-5 37 31 17 328 153 50 
1925-6 34 31 16 295 149 46 
1926-7 i 33 31 l4 293 146 39 
1927-8 35 32 l4 311 156 38 
1928-9 37 31 15 329 153 41 
1929-30 38 31 15 335 149 40 
1930-1 36 28 l4 314 * 137 37 
1931-2 ‘32 >» 25 13 277 128 31 
1932-3 31 24 12 261 120 30 
1933-4 33 27 13 283 134 32 
1934-5 35 28. 13 308 147 32 
1935-6 35 28 14 309 142 33 
1936-7 37 30 14 324 150 37 


* Railway Board's Reports, Vol. IT, 

The wagon milage on’ the br oad gauge tended to decrease 
in the post-separation period. After a temporary recovery 
during 1928-9, there was a sharp decline from 38 miles in 
1929-30 to 31 miles in 1932-3, from which there was a gradual 
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ret ca fie tn the basic figure of 37 miles in 1936-7. On the metre 
the average wagon milage ‘appears to have remained 
table at 31 miles till 1929-30, after which there was a drop 





— 


to ‘miles in 1932-3. By 1936-7 there was a gradual im- 
Y op 5 ovement to 30 miles. The wagon milage on the narrow 
gauge indicates a decrease since 1924-5. 

= The productivity of a wagon, as stated earlier, is shown 
by the net ton miles per wagon day. The net ton milage is 
a reflex of all the factors affecting a goods train so far as the 
individual wagon is concerned, such as the speed of wagon 
. movement, wagon load, percentage of loaded wagons, etc. 
The statistics given in Table 106 reveal considerable variations 
during the period. The net ton milage only twice exceeded 
the basic figure of 328, during 1928-30, and after a decrease 
thereafter approached this figure again only in 1936-7. The net 
ton milage per wagon day on the metre gauge also showed a 
downward trend since 1927-8. The average increased from 
153 to 156, from which there was a decline to 120 in 1932-3 
and a subsequent recovery to 150. The narrow gauge wagons 
suffered a general deterioration throughout the period and 
the net ton milage dropped from 50 to 37 in 1936-7. 


7 — 


SPEED OF TRANSPORTATION 


We may now examine the time element from another 
aspect, namely, from the point of view of the ‘ton miles per 
train-hour’, which is considered one of the most important 
indices of efficient operation. The train load by itself does 
not take into account the speed of movement: the ton 
miles per train-hour gives the product of both load and speed. 
‘It is, Professor William J. Cunningham states, ‘analogous 
to the horse-power unit. It combines in itself the net effect 
of the operating policy between two extremes of loading the 
locomotive to every ton it can drag at low speed over the 
ruling grade and of sacrificing the tonnage in order to make 
the trip quickly. There is always a critical point between 
the two extremes which under normal conditions will produce 
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the maximum of ton miles per train-hour at the minimum 
cost per ton mile.’$ 

The statistics of gross and net ton miles per goods train- 
hour, presented in Table 107, disclose a remarkable improve- 
ment during the entire period under review. During 1924-30, 
the gross ton milage per goods train-hour on the broad gauge 
increased from 7,027 to 8,251, an increase of 17 per cent. The 
improvement during the next period was even greater and 
stood, as compared with 1924-5, 40 per cent higher in 1936-7. 
The depression and its effects have not affected the trend of 
this figure. The net ton miles per goods train-hour also record 
a substantial improvement. An increase of 13 per cent achieved 
during the pre-depression period was improved to 30 per cent 
in 1936-7. 


TABLE 107. GROSS AND NET TON MILES PER GOODS TRAIN-HOUR* 


+ (Crass I Ratmways) 


Broad Metre Broad Metre 

Year Gross Net Gross Net Year Gross Net Gross Net 
1924-5 7,027 3,541 3,215 1,616 1930-1 8,540 4,097 3,614 1,749 
1925-6 7,368 3,576 3,118 1,542 1931-2 9.324 4,478 3,790 1,859 
1926-7 7,725 3,792 3,176 1,571 1932-3 9,588 4.541 3,839 1,845 
1927-8 7,970 3,900 3,332 1,668 1933-4 9.937 4,741 4,296 1.972 
1928-9 7,948 3,837 3,292 1,635 1934-5 9.949 4,770 4,181 2,042 
1929-30 8,251 4,012 3,411 1,656 1935-6 9.808 4,683 4,217 2,043 

1936-7 9,834 4,610 4,217 2,075 

* Railway Board's Reports, Vol. II. 


On the metre gauge the performance was 


not quite sd 


satisfactory, but it certainly denoted a substantial improve- 


ment. 


Gross ton milage per train-hour recorded an improve- 


ment of 31 per cent, while net ton milage exhibited a lower 
pace of increase to 28 per cent by 1936-7.* 


It is necessary to observe that, 


despite the remarkable 


improvement in both the average gross ton miles and net ton 
miles per goods train-hour, the proportion of the latter to the 


former showed a tendency to decrease. 


3 William 


J. ———— American Railroads : Government Control and Reconstruction 
Policies, 1922, p. 
* There 


are no ‘statietion available for the narrow gauge sections. 







Zp a? may- now. turn to an areca aspect of passenger 


n operation, namely, the punctuality of service. Generally 


"the ‘efficiency of both passenger and goods services. ‘Transport 
baag a perishable commodity, the time element is a vital 
4 Ms > Motor. This is particularly the case with the operation of 
2 passenger reins, which Mr. Sherrington considers . to be of 


be 


delays and loss of time detract a great deal from 


TABLE 108. PUNCTUALITY OF PASSENGER TRAINS* 
(Crass I Rareways) - 
Broad gauge 
Year Alltrainst Mailst Mixed trains Suburban Others. 
1924-5) 61-0 62-24 75°48 94-0§ 77°38 
1925-6)| 71-8 80:65 815$ 98-5 82°4§ 
1926-79 778 80°65 87:1 96 873$ 
1927-89 76:8 66-4 TTS ` 78:7 TTT 
1928-9 77:8 69:7 80:5 767 78:9 
1929-30 74:6 66:3 776 755 741 
1930-1 76-0 69-2 79:6 76:7 750 
1931-2 83-5 74:5 83-2 83:8 S16 
1932-3 85-1 81-3 82-9 85:7 84-3 
1933-4 87:0 83-0 843 89:5 84:5 
1934-5 88-1 82:9 $57 89-4 85-3 
1935-6 87:3 81:9 83-5 88:5 853 
1936-7 847 Sl-4 81:8 83:5 81-6 
Metre gauge 
1924-5) 64-9 67-8 71-4 95°8 84-0 
1925-6) 70°5 748 77°4 95:3 85-2 
- -1926-75 68-2 72:2 77-1 93-8 89-1 
z 1927-84 72:1 71:5 72-1 89:2 61-9 
1928-9 T24 68:9 73:8 84:8 61-5 
1929-30 73°3 68-6 T44 90-7 63:6 
1930-1 756 68°3 77°2 83:3 70:5 
1931-2 80:5 72:5 80:5 91-5 762 
1932-3 86-5 85-0 - 86:6 95-9 837:8 
1933-4 87-2 86-4 86-5 95:7 85-2 
1934-5 88-0 87-2 870 959 85:8 
1935-6 88:5 88:8 . . 871 974 87-8 
87°3 83°6 86:0 953 86:6 


1936-7 


* Railway Board's Reporta, Vo 
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supreme importance. Punctuality in the service pleases the 
patrons of the railway and the loss of it creates annoyance. 
Success in maintaining punctuality depends largely on “ good 
organization, the team spirit and a high degree of esprit de 
corps.’® 

The statistics compiled on Indian railways on the punc- 
tuality of paSsenger services suggest considerable improvement 
as compared with earlier years. The percentage of trains 
arriving on time rose from 61 to 88 in 1934-5 on the broad 
gauge, and from 65 to 89 in 1935-6 on the metre gauge. These 
statistics relate to all passenger trains, mail and through, 
mixed, suburban, electric multiple unit and other passenger 
train services. Examining these classes of passenger services 
_ individually, the percentage of trains arriving on time has, 
as shown in Table 108, gone up since 1929.7 


Speed of goods trains 


In operating goods trains, speed is an important factor. 
The trend of the speed of goods trains during 1924-37 has 
been upward. The average speed on the broad gauge in- 
creased from 8°97 miles to 11:5 miles per hour in 1936-7, an 
increase of 28 per cent. On the metre gauge there was also 
an improvement, but not to the same extent. Thus from 


TABLE 109. SPEED OF GOODS TRAINS* 
(Crass I RAILWAYS) 


Year Broad Metre \Narrow Year Broad Metre Narrow 
1924-5 8:97 9°21 8:87 1930-1 10:5 10:3 8:50 
1925-6 9:58 9-16 8-96 1931-2 11-0 L0:5 8:89 
1926-7 9'84 9:33 9-16 1932-3 11:5 10:8 8:95 
1927-8 9°38 9-50 8-78 1933-4 117 11-0 8:92 
1928-9 991l 9-52 8:79 1934-5 11-6 11-0 8:73 
1929-30 >` 10:30 9-86 8-66. 1935-6 11:5 11:2 8:80 

1936-7 11-5 11-1 902 


* C. E. R. Sherrington, Economics of Rail Transport in Great Britain, Vol: I, 1937, 


p. 162 


Ibid, 

! Thero was a change in the basis of statistical 
of information prior to 1929-30. 
But for purposes of a general comparison, the figures for the earlicr years 
approximate basis to assess the extent of improvement. ` 
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*Railway Board's Reports, Vol. II, 
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“924 miles the: average speed moved up to II'1 miles, or by 
20 per cent in 1936-7. The position on the narrow gauge has 
sats been so satisfactory, and denotes little improvement. The 
— averages for the different years are stated in Table 109. 


FUEL CONSUMPTION 


Another test of efficient operation is found in the amount 
of coal consumed by locomotives. The combustion of fuel 
creates the energy for locomotives and affords a measure of 
efficient and economical performance. The consumption of 
coal and other fuel (converted in terms of coal) is stated in 
terms ef Ibs. per 1,000 gross ton miles done by a locomotive. 
The amount of coal and other fuel utilized depends upon a 
number of factors, such as design of the locomotive, nature 
of the track, calorific value of the coal used, and type of trans- 
portation done. The cost of fuel on Indian railways re- 
presents, as was stated in a previous chapter, the largest item 
of expense on operation. The problem of fuel economy received 
special attention on Indian railways during the post-war decade. 
‘The attempt to reduce coal consumption meant not only a 
better utilization of fuel and special instructions to the engine 


TABLE 110. FUEL CONSUMPTION* 
(Crass I RAILWAYS) 
Pounds of fuel per 1000 gross ton miles 


Goods * Passenger 

. Year Broad Metre Narrow Broad Metre Narrow . 
1924-5 144 156 389 190 185 372 
g 1925-6 143 159 425 190 195 407 
1926-7 139 154 379 186 190 393 
1927-8 136 152 385 181 192 372 
1928-9 134 155 386 174 193 375 
1929-30 135 155 432 172 200 399 
1930-1 132 155 443 172 197 ~ 404 
1931-2 125 149 413 164 192 402 
1932-3 124 149 416 164 ` 186 387 
1933-4 126 143 404  * 166 181 400 
1934-5 129 142 391 169 179 403 
1935-6 131 140 411 169 180 403 
_ 1936-7 131 137 395 169 - 181 402 


o 
* Railway Board's Reports, Vol. II. 
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staff to secure a higher standard of efficiency in the performance 
of their duties; it also involved a prevention of loss during 
transit and when stored,at sheds. The results of the campaign 
for fuel economy, which was started in the post-separation 
period, may be judged from the statistics of locomotive fuel 
consumption on goods and passenger services presented in 
Table 110. | - 

On the broad gauge coal consumption of goods engines 
decreased from 144 to 124 lbs. per gross ton mile in 1932-3, 
from which there was a tendency towards an increase. Passen- 
ger engines effected an even larger economy of fuel from 190 
to 164 lbs. in 1932-3. A slight increase, noticeable here also 
since that year, was attributed to the use of inferior coal. 


The record for metre gauge locomotives was less striking. 
There was almost the same rate of fuel consumption on goods 
engines till 1930-1, after which there was a decrease to 137 lbs. in 
1936-7, a reduction of 12 per cent as compared with 1924-5. On 

- the passenger service there was an increase which was maintained 
till 1929-30 and a gradual decrease was effected during succeeding 
years. On the narrow gauge there was an increase. 


. It is clear that the reduction in coal consumption represents 
a remarkable achievement. Taking the standards of con- 
sumption in 1924-5, the reduction of 13 lbs. for goods and 21 
lbs. for passenger locomotives running on the broad gauge 
sections implies that the railways saved about 224,000 tons 
and 241,000 tons, respectively, in 1935-6, or 465,000 tons in 
the aggregate. 


RATIO OF PRODUCTIVE TO INDIRECTLY PRODUCTIVE OPERATION 


The factors of railway working dealt with in the preceding 
paragraphs relate to what may be called the productive phases 
of operation, namely, those activities which enter into the 
production of train-miles to carry goods and passengers. But 
before a train can be operated, there is a certain amount of 
preparatory work involved in the marshalling and sorting of 
wagons and carriages, shunting into position and linking with 

51—1514B 






— anothor. The operation of a P A in connexion 
3 Ear this type of work is unremunerative, or only indirectly 
x 3 SR A/certain amount of engine milage attributable 
to those movements, otherwise termed ‘shunting engine milage,’ - 
is necessary and cannot be avoided; but the volume of such 


ae 


movements is so great as to afford large scope for economy. 


zs 


: ; ~ Shunting milage 

| Shunting milage is usually expressed as a ratio of the train 
milage to indicate the proportion of wtnremunerative loco- 
motive milage worked, In 1924-5 for every 100 passenger 
train miles on the broad and metre gauges, there were re- 
spectively 6°65 and 5°92 shunting miles. The figures given 
in Table 111 show a record of progressive increase in efficiency. 
Despite a set-back during 1928-34, the shunting miles dropped 
to 5°15 and 4°54 miles, respectively, on the broad and metre 
gauges. The shunting milage in 1936-7 as compared with 
1924-5 stood 23 per cent lower. 


TABLE 111. SHUNTING MILES PER ONE HUNDRED TRAIN MILES* 
(Crass I RatLways) i 


Passenger and proportion. Goods and proportion. 

Year Broad Metre Broad Metre 
1924-5 665 5:92 42-5 32:9 
1925-6 6°46 5'85 40:5 32:3 

1926-7 5°62 5'64 38-7 31'8 . 
1927-8 5-25 4°49 38°0 324 
1928-9 5°29 548 36°9 32:8. 
1929-30 5:27 5'25 37:9 32°7 
1930-1 531 5°10 37-5 33:2 
1931-2 5-54 5'04 36:0 31:7 
aw 1932-3 5°51 5°35 37°0 31:6 
* 1933.4 5°37 5°43 35°8 31:9 
1934-5 5-03 5:07 35:4 32:6 
1935-6 4'94 4°57 35°1 32°3 
i 1936-7 5:15 454 34-2 32-4 


* Railway Board's Reports, Vol. II. 


The shunting milage operated in connexion with the goods 

service showed a similar decrease on the broad gauge. There 

i were operated on the broad gauge during 1924-5, 42°5 shunting 

a wiles for every 100 goods train miles, During succeeding 
i- 
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years there was a steady decrease to 342 miles in 1936-7. 
On the metre gauge, the shunting milage has shown little 
improvement. From 329 miles in 1924-5 there was a slight 
decrease in certain years, but in 1936-7 the shunting milage 
stood at 3274. i 
The shunting milage operated in connexion with goods, 
traffic is also to be examined with reference to the wagon milage. 
The statistics given in Table 112 indicate the wagon milage per 
‘shunting hour and the progress accomplished in increasing the 
ratio of productive work. The performance on the broad gauge 
shows a steady improvement in the wagon milage per shunting 
‘hour from 498 to 660, dr 33 per cent, by 1936-7. On the metre 
gauge the record is not so good, and the wagon. milage per 
shunting hour rose from 484 to 536, or by 11 per cent only. 


TABLE 112. WAGON MILES PER SHUNTING HOUR* 
(Ciuass I RAILWAYS) 
Year Broad Metre Year Broad Metre 


1924-5 498 484 1930-1 595 499 
1925-6 537 512 1931-2 616 523 
1926-7 543 516 1932-3 609 519 
1927-8 580 517 1933-4 637 531 
1928-9 595 504 1934-5 641 533 
1929-30 585 496 1935-6 641 533 

1936-7 660 536 


* Railway Board's Reports, Vol. II. 
QOMPOSITE INDEX OF OPERATING EFFICIENCY 


The different aspects of working considered in the preceding 
pages provide indicés of efficiency on the particular phases 
of operation to which they relate. It will afford us a clearer. 
picture of the progress in operating efficiency of Indian railways 
if we combine them to form a composite index. The factors 
taken to form the composite index are: | 

(1) Wagon miles per wagon day (Goods) 


(2) Net ton miles per wagon day , 
(3) Gross tons per goods train 7 
- (4) Net tons per goods train p» 
_ (5) Gross ton miles per goods train-hour D 
(6) Net ton miles per goods train-hour T 





(Goods and passenger) 

| | (Goods) 

aay Percentage serviceable passenger carriages ; (Passenger) 

a3) Fuel consumption, Ibs. per 1,000 gross ton miles (Goods and proportion) 

a (14) Fuel consumption, lbs. per 1,000 gross ton miles (Passenger and proportion) 

(15) Shunting miles per 100 train miles (Goods and proportion) 

* et (16) Shunting miles per 100 train miles (Passenger and proportion) 

Of the sixteen factors included, ten relate to goods traffic 

operation, five to passenger, and one is common to both. They 

‘may be taken to indicate the principal aspects of working, 

and the relative importance of the two classes of traffic. ‘Taking 

the year 1924-5 as the base year, the improvement in operating 

efficiency on the broad and metre gauges of Class I railways 
since 1930 is as follows: 

TABLE 113. COMPOSITE INDEX OF OPERATING EFFICIENCY 

(Cuass I Ratuways) l 


(1924-5 = 100) 

Broad Metre 

1929-30 109-56 103-25 

i 1930-1 108-88 103-13 
1931-2 11075 10475 

1932-3 110:38 104-63 

1933-4 112-75 108-44 

1934-5 114°25 110-19 

1935-6 114°25 1 10:69 

1936-7 114°69 112-00 


The composite index of operating efficiency indicates an 

_ > increase of 9°56 per cent in 1929-30 on the broad gauge. From 

the next year onwards, despite the commencement and growing 

severity of the depression, there has been a steady progress 

in the efficiency of working. In 1933-4, considered the worst 

year, the index rose by 12°75. During succeeding years there 

was a further increase, as shown by the index, which stood 
14°69 per cent higher. 

The operating factors on the metre gauge lines reflected 

a lower rate of improvement. In 1929-30 the increase in 
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efficiency was only 3°25 per cent as compared with 9-56 per cent 
on the broad gauge. But from 1931-2 onwards, during the 
period of the depression, there was a remarkable improvement, 
and the composite index stood 12 per cent higher by 1936-7. 
Railway administrations were thus able to force up the standards 
of working on the metre gauge to near about the same levels 
as on the broad gauge, which is particularly satisfactory in | 
view of the disparity in 1929-30. 

There can be no doubt, therefore, that Indian railways 
improved their operating efficiency considerably as compared 
with the standards of working in 1924-5. The performance 
‘on individual railways is bound to vary, but even here detailed 
_ analysis of the composite indices discloses a general improve- 
“ment. Among state-managed systems of the Class I railways, 
a substantial rise in efficiency, varying from 12 to 24 per .cent, 
was effected on all the lines with the exception of the N.W., 
on which there was a comparative deterioration and an im- 
provement in 1936-7 of 1-4 per cent only. 

The company-managed railways also disclose a similar 
improvement in operation, and on the whole they compare 
favourably with the state-managed lines. In this group there 
are considerable differences between one railway and another. 
Thus the Bengal Nagpur and South Indian (B.G.) show in- 
creases in efficiency to the extent of 20-2 per cent, while others 
record lower figures. 

It is interesting to compare the performance of the state- 
managed and company-managed railways. The indices for 
select years for the broad gauge sections of four State and 
four company lines disclose significant changes in the operating 
efficiency of the two groups. As may be seen from the averages 
shown in Table 114, the operating efficiency of the four State 
systems increased from 10°34 per cent to 12°70 per cent in 
1936-7. The company-managed lines, starting from a much 
lower figure of 4°92 per cent, showed during 1930-7 an increase 
in efficiency to the extent of 18°02 per cent. This is a striking 
increase, and is due mainly to the improvement under the 
milage per goods train-hour. 








11-13 
GIP. 1427 
NW. -073 
Average 10-34 
Burma 6-27 
E.B. 12°27 
Average 9-27 


1982-3 10015 1085-0 


10:27 16°73 12:27 
12°53 13°47 12°00 
18:20 22-00 23-67 
| = 3-40 — 080 — 1-13 


#40 1285 11-70 


aa > AND ‘COMPANY. MANAGED RAILWAYS DURING 1930. 7°. 


S40 15°50 1413 16°00 
1247 14°13 17°47 17°53 


1044 14°97 15°80 16°77 







Broad gauge 
Company -managed 
1936-7 Railways 1929-80 19323 19345 10956 1936-7 
13°33 B.N. 12-237 16°93 16°93 2033 19°80 
1187 B.B.4CI. 1°87 3°20 11-13 12:80 16:27 
24°20 M.&S.M,. 380 4°93 1080 14°33 13°60 
1-40 S.L 73 740 880 16:87 22°40 
1270 Average 402 S62 11:92 1608 15°02 
Metre gauge 
"A.B. 313 -043 9°93 513 713 
B.B.4£C.1. —1:87 100 693 693 847 
M.&S.M LL:-07 793 11-93 10:87 11°47 
S.I. 033 3°80 10°53 12:87 12°27 
B.AN.Wt. -6:80 287 733 O40 125 
R&K.t 1220 953 860 8°00 109 
Average 317 308 983 895 O84 


* The figures are porcentage incroasos in composite indices vases raha ach efficiency, 


computed aa stated earlier in the text taking 1924-6=100. Exclu 


from average. 


The examination of the group efficiency of the metre gauge 
sections does not afford so good a basis of comparison, as we 


have only two State lines against four company lines. 


The 


group index moved during 1930-7 from an increase of 9°27 
per cent to 16°77 per cent, on the former and of 3°17 per cent to 
984 per cent on the latter. 
pared with 1924-5 was substantially higher on the State lines, 
the rate of increase on company lines exceeded that of the 


former. 


favour of the State railways. 
It is necessary to exercise some caution in interpreting | 


these indices. 


While the general level as com- 


But there is still a difference of 6 to 7 per cent in 


Such high figures as 20 per cent and over in the 


composite index, and even higher figures under the individual 
factors, indicate in all probability an unsatisfactory situation 


in the base year. 


But even allowing for this, it is clear that 


the movement has been towards greater efficiency in operation. 


STORES BALANCES -> 


The progress in administrative and operating efficiency 
resulting in a reduction of expenditure is illustrated by the 


stores balances. 


Indian railways require a considerable volume 


of diverse classes of materials which have to be kept in stock 


o s 
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to avoid delay in replacement or repairs of worn-out equip- 
ment. The need to carry adequate stores may not arise in 
such an acute form in countries where the manufacturing 
industries exist to supply the domestic railway market. In 
India most of the materials have to be imported, and railways 
have to provide themselves with large stocks well in advance 
of their actual needs. The maintenance of stores is, therefore, 
an important item for Indian railways. 

The maintenance of stocks of stores raises several important 
questions of financial policy.. Stores lying idle or unutilized 
are materials not earning a return on the cost incurred in their 
purchase. The magnitude of the stocks of stores may be 
judged from the fact that in 1924-5 railways had with them 
stores of the value of Rs. 20 crores. This implies that the 
investment in materials remaining idle costs railways, taking 
a 5 per cent interest, Rs. 1:25 crores. Sound and economical 
management always endeavours to keep down the stock of 
materials to the minimum. Apart from the direct loss in 
tying up capital, there is the danger of materials becoming 
useless through obsolescence on account of technical improve- 
ments in railway practice. The policy followed since 1920 
shows that Indian railways have been alive to these problems. 
The value of stores balances at the.end of each financial year 
durifg 1920-37 is shown in Table 115. 


TABLE 115. STORES BALANCES ON STATE-OWNED RAILWAYS* 
(Rs. tn crores) 


Per cent of Per cent of 


Year Re. 1924-5 Year Ra. 1924-5 
1921-2 23°67 139 1929-30 16-95 99 
1922-3 23°51 138 1930-1 15:21 SO 
1923-4 22-09 129 1931-2 13-65 80 
1924-5 17-09 100 1932-3 12-10 71 
1925-6 15-68 92 1933-4 10-22 60 
1926-7 14°69 86 1934-5. 9-34 55 
1927-8 17:32 101 1935-6 9-40 55 

928-9 17-09 100 1936-7 9-20 54 


programs and increased prices led to a 


* Railway Board's Reports, Vol. L. 
with post-war rehabilitation 
amount of 


Bulk orders in connexion 


large 






pita beir sioka up, * — carried in stock in 1921-2 
* y re re valued at Rs. 24 crores. The criticism of the Inchcape 
S * mittee led to measures being taken to write down surplus 
stocks: ‘wid secure greater coordination between the orders 
plac a and the requirements of railways. The stores depart- 
* wients of railways were reorganized and this helped to bring 
about an improvement in the situation. The effect of these 
changes is seen in the reduction of stores balances to Rs. 17°09 
A crores in 1924-5. But as the succeeding period was one of 
active construction and expansion, stores balances must have 
been higher than might normally have been required. After 
1930 the trend was definitely downward. During 1934-7, 
the value of stores balances, as shown in Table 115, was only 
55 per cent of 1924-5. On many railways the reductions were 
even greater than this. 

Before any inference is drawn from these figures, it is qs 
well to state that the volume of stocks depends more or Iess 
on the character of the works programs of the individual 
railways. Again, a reduction in the cost of stores may not 
imply that the quantity of stores has proportionately decreased, 
for the prices of materials, as was the case during the later 
years, might have come down. The decrease was also to some 
extent attributable to the policy of buying locally . imported 
materials and thus transferring the burden of carrying the 
stores to the importing firms. Since 1932 the Railway Board 
decided on a policy of keeping the closing balances at 40 per 
cent of the issues during the year. But this objective was 
reached only in 1935-6, as the sudden curtailment of con- 

struction programs subsequent to 1930 left a large accu- 

mulation of materials and consequently larger balances. That 
there was a progressively increasing control over stocks of 
stores and a more intelligent estimation of requirements is 
borne out by the statistics quoted earlier." 

















CLAIMS FOR COMPENSATION FOR LOSS AND DAMAGE 


Before concluding this chapter, reference may be made to one 
—* more aspect of railway administration, namely, the reduction of 
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loss and damage to goods in transit and of compensation paid 
on that account. A serious situation had developed during 
the post-war years. In 1913-4—before the war—the cost 
of compensation amounted to Rs. 25°79 lakhs. In 1922-3 
the claims paid amounted to more than Rs. 120 lakhs, an 
increase of 360 per cent. The principal causes for this un- 
satisfactory situation were stated to be increased traffic ; 
increases in the prices of commodities; disturbed economic 
conditions in the country since the war resulting in higher 
cost of living, combined with unemployment and increased 
lawlessness ; shortage of rolling-stock resulting in delay in 
dispatch and movement of goods, and consequently increased 
opportunities for depredation ; defective condition of rolling- 
stock resulting in loss in transhipment and increased damage 
to consignments requiring protection from weather; and 
dislocation of traffic consequent on strikes and inadequate 
general supervision owing to temporary shortage of officers. 
The Inchcape Committee found that these might have been 
contributory causes, which, however, were not enough to account 
for so great an increase. They, therefore, recommended a careful ` 
investigation as to the measures needed and a general tightening 
up of control. With these measures and falling prices, the 
committee argued that a considerable saving could be effected.” 

The increase in the number of claims made and discharged 
reflects the effects of the laxity which had grown up in the 
methods of working. Not only did the payments made represent 
a large amount of expenditure ; but the claims put forward 
and repudiated must have involved a considerable loss to 
the business community. A determined attempt to prevent 
loss and damage was made in 1923-4 and in succeeding years. 
Improved methods of securing wagon were introdyced and 
watch and ward departments reorganized. The rehabilitation 
program replaced old by new rolling-stock, and brought better 
illumination at stations and adequate fencing of railway property. 
More efficient supervision of outdoor staff was enforced and office 


* Incheape Committee Report, para. 20, p. 105, 
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dure was ENTRA to able more expeditious scrutiny 
Sit action of claims. Finally, responsibility was fixed on 
epee with a view to preventing the recurrence of such losses. 
The claims paid by Class I railways (excluding the Jodhpur) 
from 1922-3 to 1935-6 are given in Table 116. It will be seen 


= that a reduction was effected from Rs. 56°70 lakhs in 1924-5 


to Rs. 3°53 lakhs, or 6 per cent, by 1935-6. Even taken as a per- 
centage of goods earnings, the improvement has been remarkable : 
the decrease amounted from 0°47 per cent to 0°06 per cent. 


TABLE 116. COMPENSATION FOR GOODS LOST OR DAMAGED* 
(Crass I RAILWAYS) 


Percentage of 
Year Rs. in lakhs goods earnings 


1922-3 1,20°31 


Percentage of 
Year Rs. in lakhs goods earnings 


1929-30 9°24 014 
1923-4 78:97 at 1930-1 7-66 0-12 
1924-5 56°70, * 1931-2 5°03 009 
1925-6 29:32. 0:47 1932-3 3°66 0:07 
1926-7 15°22 0-24 1933-4 2-87 0-05 
1927-8 9°50 0-14 1934-5 2-92 0:05 
1928-9 1093 016 1935-6 3°53 0-06 


* Railway Board's Reporta, Vol. IE. The figures exclude the Jodhpur. 


The analysis of railway operation in all its different aspects, 
undertaken in this chapter, serves to indicate that Indian 
railways improved their general efficiency of operation to 
a remarkable extent. This conclusion is supported by all 
the factors examined: the general condition of the stock, 
the more intensive utilization of railway plant and equipment 
the decrease in coal consumption, the decrease in unremu- 
nerative phases of working, the reduction in stocks of 
stores, and loss and damage to goods in transit? The im- 
provement was not arrested during the depression. In fact, 
as a result of the job analysis investigations, inaugurated 
after the Pope Committee’s enquiries,” the campaign for 
further economy and increased efficiency was prosecuted, 
The improvement of recent years is largely due to these efforts. 


ood stated that ‘the operating statistics indicate that thero 
lak arias — and economy in management t since tho de- 
pression began in 1930." Wedgwood 


Committee Report, pp. 1 
Lad of the committee, — to suggest SN de by which efficiency can be 
improved and cconomy effected, eto., February 19 


933; the second report, Fobruary 1934, 
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| CHAPTER XI - z 
THE STATE AND RAILWAY ADMINISTRATION 


State control of railway policy, finance and administration, 411. ; 

The machinery for control, 412. The Central islature, 412. The committees 
of the legislature, 413. The Railway Board, 415. The Rates Advisory 
Committee, 416. Local advisory councils, 458. 

State management since 1924, 419 (a) National control, 420. (6) Demand 
for Indianization, 421. (c) Indian industries and stores purchases, 423. 
9 Regard for public opinion, 427. Criticism of state management, 


Tur State has been intimately associated with Indian railways 
from the very beginning of railway construction. Apart from 
the generous terms on which private enterprisé was encouraged 
—supply of land free of cost, financial assistance and guarantee 
against loss—the Government of India were by force of cir- 
cumstances committed to a policy of gradual acquisition of 
the proprietorship, if not the management, of most of the 
lines. As the State had provided the bulk of railway capital, 
the attempt to safeguard its interest resulted, even during 
the era of companies, in a most elaborate and_thoroughgoing 
system of control of railway operation. Thus the companies 
were required not only to maintain, equip and staff the line 
to the satisfaction of Government, they were also to carry 
out alterations or improvements in the line or in working as 
might, in the interest of safety, be considered necessary. 
Under their contracts the companies were obliged to enter 
into agreements with other railways in connexion with service, 
facilities, rates and fares, interchange of equipment, etc. The 
train service should be such as Government required and the 
maxima and minima rates and fares were prescribed by them. 
In all other matters, the companies were subject to Govern- 
ment supervision and control, They had not even the right 
to keep or spend any money received by them in the course 
of business. All moneys received in respect of the under- 
taking, whether on capital or revenue account had, under the 
contracts, to be paid to Government account. All expenditure 
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the companies had to be stated and submitted for sanction 
of Government. These features were disclosed by all the 
— ual nteed companies till their acquisition by the State. 
k In view of such rigorous surveillance by the State, it is 
doubtful if the guaranteed companies, shorn of all initiative and 
F independence i in management, retained anything more than the 
; semblance of private undertakings. The executive Government 
had full control of railway policy, finance and operation. 


The increasing public interest in railway problems and in 
their relation to the State coincided with the constitutional 
changes under the Government of India Act, 1919. Railway 
policy, finance and administration came within the detailed 
review of the Central Legislature and other bodies set up by 
it. Our study of Indian railway finance will not be complete 
without a brief survey of the present machinery for the control of 
railway policy and working. It consists of the following bodies : 

(1) Central Legislature 

(2) Committees of the Central Legislature : 

(a) Central Advisory Council | 
(b) Standing Finance Committee, Railways 
(c) Public Accounts Committee 

(3) Railway Board 

(4) Rates Advisory Committee 

(5) Local advisory councils. 


CENTRAL LEGISLATURE 


Under the present constitution, the administration of the 
State-owned railways comes within the vote of the Legis- 
lative Assembly. The presentation of the railway budget 
has always been an occasion for a full dress debate. The 
deliberations and discussions during the voting of the demands 
for grants have afforded opportunity for a comprehensive 
review of policy within the limits of the time allotted. Apart 
from this, through the exercise of the rights of interpellations 
and moving resolutions, the Central Legislature has exerted 
considerable influence over the policy and action of the railway 
administrations. No critic of the legislature can accuse it 





ek A 





THE STATE AND RAILWAY ADMINISTRATION 413 


of abusing the powers it enjoys over railway matters. The 
legislature has throughout, with few exceptions, stood by the 
railways in supporting their policies and programs, such as 
the separation of railway finance, the post-war capital program, 
and other administrative and financial reforms. It has gone 
further and sought to correct the inevitable defects of a tech- 
nically irresponsible executive department. “It is amazing 
to recall at this date that conditions of travelling for third 
class passengers should have reached such serious dimensions 
two decades ago as to become almost a national scandal. Rail- 
way debates during the twenties vividly described and criti- 
cised them. That the program of improving the conditions 
of passenger travel in the lower classes was energetically and 
expeditiously pursued owed a great deal to the special interest 
shown by the legislature on this question. \gain the policy 
followed by the Railway Board to correct -gacialism in the 
superior services—a defect to which the Acworth Committee 
drew particular attention—hds been another fruitful field for 
criticism by the legislature and noticeable progress has been 
recorded. Apart from the non-votable items such as interest 
and sinking fund charges, the bulk of ‘railway expenditure 
comes under the vote of the Assembly. A separate day is 
allotted for general debate and four days for discussions on 
the demands for grants. The Assembly has rarely been able 
to deal with more than two demands, but that containing the 
expenditure of the Railway Board has provided extensive 
scope for a comprehensive discussion of the various subjects 
in which the Assembly is interested. 
COMMITTEES OF THE CENTRAL LEGISLATURE 


A more detailed scrutiny is exercised by the three com- 
mittees of the legislature, the Central Advisory Council, the 
Standing Finance Committee and the Public Accounts Com- 
mittee. The Central Advisory Council, constituted somewhat 
differently from the composition recommended by the Acworth 
Committee, started with nominated members to tender advice 
on questions of policy and, with the separation of railway 
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fin nce, became an elected body. The membership of the 


sane is made up of the members of the Standing Finance 


, ae Committee for Railways; one nominated official member, and 


= six non-official members each from the Council of State and 


the Assembly, selected from a panel of eight. The valuable 


work done by the Advisory Council will be clear from the fact 


Mite — 


that many changes of a far-reaching character introduced 
since 1924 took their final form from their deliberations. 
Consider, for example, the separation of railway finance, the 
constitution of the rates tribunal, the institution of the 
depreciation fund, the technical training of officers, control 
of stores balances, and the financing of branch lines, all of 
which have been fully or partly accepted by the Railway Board. 
The initiative and driving force for carrying out these reforms, 
it can hardly be denied, have come mainly from the legislature 
working thro “the council. 

The convention set up a new advisory body, the Standing 
Finance Committee. The Railway Department is required 
to place all estimates of expenditure for the approval of this 
committee before bringing them to the Assembly. The pro- 
ceedings of the. committee indicate that on the whole the 
Railway Department has had to encounter little difficulty or 
friction from the members. It has secured the support of the 
committee to almost all its proposals, even to many of the 
schemes which, in the light of subsequent experience, appear 
today of doubtful value. 

Finally, the Public Accounts Committee undertake the 
usual functions of ascertaining the financial propriety and effi- 
ciency of financial control through post-mortem examination 
of railway accounts. It was this committee which 
brought to light eases of financial irregularities through 
the reports submitted by the Railway Audit Department. 
The value of the scrutiny exercised by the legislature and the 
committees hardly needs further amplification. The fact that 
financial irregularities continue to be discovered shows how 
persistent has to be its vigilance. The responsibility for account - 





ability and the dread of exposure have been the two con- 
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stitutional devices to provide deterrents for those who are 
tempted to exceed the borderline of financial rectitude. 
The influence of politicians in these respects has been on 


‘the whole to the general good. If all the improvements were 


not initiated by the legislature, there was undoubtedly con- 
siderable pressure from its influence and constant criticism 
to carry out many of them. What had previously been mere 
departmental routine and changes ordered by the heads of 
departments had to be justified and explained to the Assembly 
on economic or technical grounds. Further, before voting 
took place the Railway Member or the representatives of his 
department had to meet the criticisms raised during the debate 
and explain incidentally the whys and wherefores of the rail- 
way estimates. The very fact of having to account for their 


actions naturally had the result of making the railway authori- 


ties more circumspect about their policy and. procedure. 

It is interesting to inquire into the reasons why the baser 
forms of political pressure have not been at work so far. One 
fact seems to be obvious: the legislature with its restricted 
powers and new to its duties has been too much engrossed 
in its efforts to exact comformity to its wishes from a techni- 
cally irresponsible and irremovable executive on fundamental 
problems to permit sectional questions to intrude into its 
discussions. Thus the Assembly could not afford to waste 
time on smaller matters when, as in 1920 and 1921, the question 
of state management had to be decided. Naturally attention 
had to be concentrated on achieving the more important end. 
Again, as regards Indianization it was more a question of 
policy than one of groups or individuals. It was when the 
Assembly had won on the major points that such questions 
as communal distribution of railway appointments, preferen- 
tial treatmént of minorities and such like matters began to 
intrude into the Assembly debates. 


RAILWAY BOARD 


The executive organization in charge of railway admi- 
nistration is the Railway Board, and, as at present 
i ’ 





— — AND RAILWAY ADMINISTRATION 









Jo isti — is the Railway Department of the Government 
India, exercising powers of general control over all 
j iiny matters in India. The , membership of the 


E Board consists of a Chief Conimissioner; a Financial Commis- 
pe- 
at. 





sioner, a Labour Member, and two Members for Traffic 
and Engineering. Since 1931 as a result of retrenchment 
= measures two posts have been held in abeyance. The Railway 
Board profess to, follow a policy of dealing with only important 
matters, of delegating large powers to Agents or General 
Managers, and of interfering as little as possible with the details 
of administration. Individual railways are free to fix what 
rates and fares they please so long as they are within the maxima 
and minima fixed by the Board. But the details of the classi- 
fication of goods and rates and fares are left to the Indian 
Railway Conference Association which represents ~ practically 
all the railways.» Though its rules and regulations are binding 
only to the extent to which they are agreed to by individual 
railways, its work on tariffs and carriage and wagon inter- 
change has contributed to the introduction of uniformity in 
practice. 7 . 


RATES ADVISORY COMMITTEE 


The Railway Rates Advisory Committee, constituted on 
1 April 1926, sought to remedy a serious defect in Indian rail- 
way organization, namely, to provide a machinery to deal 
with complaints from the customers of railways. The Railway 
Commission provided for in the Act proved too cumbersome -+ 
to be appointed and too expensive for the trader. Though 
the Act was passed in 1890, the commission has in fact never 
been appointed, even though the commercial community had 
pressed for it.1 The Acworth Committee recommended the 
establishment of a rates tribunal on the lines of the British 
Railway Rates Tribunal. The advisory status to begin with 
was justified not only on the model of the British experiment, 

1 “Tho enforcement of the remedy under this Act involves tho setting up > of a apecial 
court to try each individual case, and thia procedure is so cumbrous and inapt that in 
fact no court has ever sat.’— Acworth Committee Report, para 146, p. 49, 
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but also to afford the committee an opportunity to pioneer 
the new path and to gain experience before being invested 
with the powers and authority of a tribunal. But the example 
of the transformation of the British committee into a 
tribunal within two years has not been followed and the 
advisory status of the Indian committee still continues. The 
constitution, status, and limitations of jurisdiction and 
powers have hampered the committee from becoming an 
active agent in correcting defects and deficiencies in 
current railway rates practice. The scope of the terms 
of reference is restricted to unreasonable rates and undue 
preference.? The committee cannot pronounce an opinion 
on so important a matter as the classification of goods. 
Even questions falling within the scope of the terms of refer- 
ence, can be taken up only on a direction to the committee 
by the Railway Board.* Even on matters under reference 
the committee’s utility to afford relief to the complainants, 
if deemed equitable and necessary, is strictly circumscribed. 
The advisory character of the committee militates against 
making an effective appeal to the trading public, as the advice 
tendered to the Railway Board may not be accepted. In 
fact, there have been cases where the Railway Board questioned 
the findings of the committee on points of fact. Even more 
unusual for a semi-judicial body, following legal forms and 
procedure, is to find the Government of India assuming 
k 

p ? The terms of reference also include complaints or disputes in respect of terminals, 
reasonableness as to conditions as to packing of articles liable to damage in transit or 
cause damage to other merchandise, conditions as to packing attached to a rate, and 
complaints as to the provision of reasonable facilities. 

* The procedure for the reference of complaints to tho Rates Advisory Committee 
is as follows: (a) An application for a reference shall be addressed to the Government of 
India — Department), a copy being sent to the railway concerned accompanied 
by a de t of Re. 10. (6) Within one month of the receipt of the application, the 
General agor shall prepare a statemont of the case with his observations thereon and 
submit it to the Secretary, Railway Board. (c) After consideration of the application and 
the General Manager's observations, the Government will determine whether or not it 
should bo referred to the Rates Committoe for consideration. (d) Lf the application is not to 
bo referred to the committee, the applicant will bo informed accordingly. (e) If Govern- 
ment decide to refer it, the respective parties will be so informed and the committees will 

be instructed to deal with it. (f) If the General Manager is ablo to dispose of the com- 
plaint to the patiotnoticns of the complainant within one month and the applicant with- 


draws his complaint, the deposit will be returned. Note that the procedure mentioned in 
Si 5* takes out tho powers of the committee from dealing with the complaints 
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-compe tenco on a point of law as well. The real value 


a” 
T. 


R i of the committee to the customers of railways has thus been 
= unduly narrowed by so many limitations. This is probably 
i. one of the reasons why so few cases have been dealt with by 
the committee. The potentialities of this body for public 
good can only be realized by an enlargement of its scope, 
powers, discretion and authority." 

The local advisory councils are smaller bodies in local 
centres attached to individual railway administrations to 
provide a convenient meeting ground for railway executives, 
the business community and the general public. | 

To this necessarily brief survey of the existing scheme 
of things must be added a few observations in the light of certain 
special features in India. The intimate relations of the State 
with railway management and operation arising from its 
proprietorship of most of the lines, have made both the interest 
and knowledge pertaining to railway economics far less diffused 
than in other countries. In Great Britain, for example, with 
the dominance of private enterprise, the public generally, and 
the stockholders and speculative elements in the City in parti- 
cular, take so keen an interest that weekly statistics are scruti- 
nized with an eagerness that is quite unknown in India. Added 
to this is the fact that until recently, the wisdom and experi- 
ence garnered by officers of the higher grades of railway service 
were not retained in the country owing to their retirement 
from India. The effect of these factors combined wth a 


* The orders of the Government of India in Case II Central Provinces Portland Cement 

Company, Ltd., ve The GI.P. Railway, and in Case XVII, The Alembic Chemical Works 

, Id., —— EI., GIP. N.W., BoB. &0.1I., B.N. and M.&S.M. Railways in regard 
to Medicines. 





* Tho observations of the Wedgwood Committee on the Rates Advisory Committeo 
are interesting : “The existence of the Railway Rates Advisory Committeo doos not appear 
to be generally known. Those members of the trading public who know of it complain 
that ite p ure is slow and that it is too much under the wing of the Railway Board 
..-we think the procedure of the committeo should be made both more oxpeditious 
and more public. We accordingly make the following recommendations : 

(a) Lees time should bo occupied in preliminaries, and the procedure generally 


(b) At it rests with the Government to determine whether or not an appli- 
cation sho be referred to the Advisory Committee for consideration. In our view 
the Government should accept an obligation to refer to the Advisory Committee any 
relevant application unless in the opinion of the Government tho application is frivo- 
lous or voxatious. If the Government should refuse to refer an application to the com- 
mittes, they should give their reasons, in writing for so doing.*— Wedgwood Committee 
Report; para 133, p. 86, 
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politically irresponsible executive not amenable to popular 
control was to remove railways from the scope of general 
interest and discussion until about the last reforms. With 
the constitutional changes have come an enlargement of the 
scope for the expression of opinion, official and non-official, 
and supply of information on railway matters. The railway 
budget discussions, debates on special motions and answers 
to questions, proceedings of the Assembly committees—all 
these are reported in detail in the press—have helped to inform 
the public on every aspect of railway administration and thus 
to stimulate general interest on railway problems. 


STATE MANAGEMENT SINCE 1924 


We may now attempt, in the light of the present survey 
of railway finance and operation during 1924-37, an assess- 
ment of the effects of the policy of state management. The 
acquisition of the East Indian and Great Indian Peninsula _ 
Railways during 1924 and 1925 led to four major systems 
being directly administered by the State, and -the termination 
of the contract with the Burma Railways in 1929 increased 
the total to five. The policy of further acquisition suffered ` 
a check in the thirties owing to the general financial stringency 
during the depression, and official pronouncements during 
recent years appeared to be sceptical of further progress in 
state management. But force of circumstances since the 
commencement of World War II has led to the taking over of 
the remaining six railways, the Assam Bengal, Bombay Baroda 
and Central India, Bengal and North Western (including the 
Rohilkund and Kumaon), Bengal Nagpur, Madras and Southern 
Mahratta and South Indian Railways. State management has, 
therefore, become an accomplished fact. . 

The State-owned railways constitute so colossal an under- 
taking that their satisfactory management presents a problem 
of the first magnitude. The task of the controlling authority 
has, with the transfer of more company-managed railways 
to state management, become greater than ever before. It 
is, therefore, important to inquire whether the system of State 
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ration since 1924 in effect is on the whole adequate 
Piha responsibilities of efficient and economical opera- 
et. Sey all the railways. What lessons are to be learnt from 
* the experience of 1924-37? As the same practice has con- 
— tinued to be in force since 1937, a critical evaluation of the 
E present policy and organization may be useful in ascertaining 
= the principles to be adopted for the future management of 
the State-owned railways, particularly with reference to the 
machinery contemplated in the Government of India, Act, 

1935. 
The demand for state management, as stated in the opening 


chapter, was pressed partly on political and partly on economic 
grounds, namely : l 





(a) the desire, due to national consciousness, for national control 
5 of railways ; : 
(b) the demand for Indianization of the higher ranks of the services 
(c) the desire to adapt the railway rates policy and purchases of 
stores to the needs of Indian industries; and 


(d) to secure better conformity from railways to public opinion than; 

was thought possible from railways controlled by London boards of directors. 
It will be instructive to examine the extent of success 
under state management in attaining these objectives. If 
they have been in the main realized, the public operation of 
railways is, at least from this point of view, fully justified. | 


(a) National control - 


The demand for national control of the State-owned rail- 
ways was sought to be met in the present system of control 
and management, which is undoubtedly an improvement on 
its predecessor. The presentation of the railway budget 
estimates, the voting of the demands for grants, the prior 
examination of proposals by the Central Advisory Council 
and the Standing Finance Committee, and. the scrutiny of 
the appropriation accounts by the Public Accounts Com- 
mittee make for a comprehensive system of parliamentary 
control of railways. It is not, of course, as complete as the 
nationalist would like; the power of certification, the domi- 
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nance of the official bloc and the exclusion of certain items*— 
the ‘non-votable’—from the purview of the legislature set 
important limitations to its powers. But these features are 
not peculiar to railways: they form part of the present con- 
stitutional machinery. But even with these limitations, the 
Central Legislature, through pressure brought to bear on the 
executive, has been able to influence policy and secure a far 
closer approximation to public opinion than was conceivable 
in the former regime. 
(b) Demand for Indianization 

- We have already seen how extraordinarily sensitive public 
opinion was on the subject of the low proportion of superior 
appointments held by Indians. The Acworth Committee 
pointed out: ‘None of the highest posts are occupied by 
Indians; very few even of the higher. The position of a 
district engineer, district traffic superintendent or of an 
assistant auditor is, with one or two exceptions, the highest 
to which Indians have hitherto attained." The state-managed 
railways showed a proportion for Indians of 14°60 per cent. 
Some companies almost came up to this level: the percentage 
on the E.I. (company) was 14°61; on the B.N., 12°12, and 
on the the A.B., 10°17. But on others, the figure was less : 
the G.I.P. had less than 5 per cent andthe Burma 3 per cent. 
The committee sympathizing with the demand for a more 
rapid pace of Indianization, suggested the propriety of estab- 
lishing a minimum percentage to be reached within a fixed 
period and of increasing the facilities for training Indians for 
superior posts. | 

The steps taken to increase the proportion of Indians in the 
superior railway ‘services showed some results as early as 1926 
itself. Out of a total of 1,948 officers, the number of Indians 
stood at 463, or 24 per cent. By 1937 the percentage had 
advanced to 45.. The percentage of European officers decreased 
— Aae Oa kahar nore than, 10 por 18%, Ro filled by Indians. Of the 182. Indians, 188 


posts i istrict i rari | ; 24 have reached 
occ as assistant district officers in the various departmonts ; 
the highor grade of district officers. 
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the period from 76 to 55. The same trend is seen in 
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E the upper subordinate services. The European element was 


almost halved from 31 to 16 per cent, and the Indian em- 
ployees increased from 69 to 84 per cent. 


< 
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If state management was expected to lead to Indianization 


‘more rapidly than was believed to be possible on the company- 


managed railways controlled by London boards, the position 
revealed by the two groups during the period, as shown in 


“Table 117, does not indicate any striking difference. The 


percentage of Indian officers to the total increased during 
1925-37 from 28 to 47 on the state-managed railways and 
from 19 to 42 on the company-managed railways. The per- 
centage of the former stands higher, but the extent of increase 
has been greater on the latter. The progress shown by the 
companies should by itself discount heavily the doubts enter- 
tained in the past as to the prospects of rapid Indianization 
on their systems. This is shown even more clearly by the 
statistics of the upper subordinates: the percentage of Indians 
advanced from 67 to 84 on the State lines and from 74 to 84 
on the company lines. ) 

The detailed figures shown in the table do not support 
the view that state management has secured a more accelerated 
pace of Indianization. The State railway figures certainly 
stand higher on certain systems, and disclose a difference of 
5 per cent in their favour as compared with the company lines. 
The acceptance of a definite policy of Indianizing the superior 
services and the efforts of the Railway Board in persuading 
the companies to fall into line with this policy are mainly re- 
sponsible for the almost similar results in the two groups. But 
this, be it noted, is due more to Government policy than the 
type of management. On the other hand, state management 
has certainly made it possible for Indian officers to hold the 
highest appointments on railways, such as General Manager, 
heads of departments, etc. On the company-managed lines, 
instances have been rare of Indian officers rising to the position 
of even heads of departments. The Acworth Committee's 


- comment on this point seems to hold good even now on these 
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TABLE 117. STATISTICS OF THE PROGRESS OF INDIANIZATION 


Euro Indian e 
* > . » % of total ” % of total 
Railways 1925 1937 1925 1937 1925 1937 1925 1937 
State-managed : Officers ‘ 
Burma. 90 71 86 74 15 25 l4 26 
E.B. — 51 63 43 46 68 37 57 
E.I. 227 #6139 72 46 87 161 28 3 
G.I.P. 175 139 79 65 46 76 21 35 
N.W. 192 123 66 46 101 145 34 -54 
Railway Board, etc. 59 42 70 55 25 35 30 45 
Total 822 565 72 53 320 510 28 47 
Company-managed : 
A.B. 52 35 85 51 9 33 15 49 
B.N. 170 106 77 56 51 83 23 At 
B.B.&C.I. 159 110 82 65 36 60 18 35 
M.&5.M. 122 84 85 61 22 53 15 39 
S.I. 93 63 82 51 21 60 18 49 
Total 596 395 SL 58 138 289 19 42 
Upper subordinates 
State-managed : 
Burma 28 19 9 5 290 355 91 95 
E.B 143 56 34 l4 274 356 66 86 
E.I 859 343 44 18 1,114 1,550 56 82 
G.LP 286 212 23 17 957 1,032 77 83 
N.W. 401 222 33 17 829 1,122 67 83 
Railway Board, etc 2 S ‘ 229 os “eC 
To 1,717 854 33 16 3464 4,644 67 54 
Company-managed : 
A.B. -22 13 23 12 73 100 77 88 
B.N. 333 119 37 l4 556 711 63 86 
B.B.&0.I. 155 170 17 18 784 771 83 82 
M.&S.M. -> 85 57 29 18 205 260 71 82 
S.I. 63 26 21 10 233 243 79 90 
Total 658 385 26 16 1,851 2,085 74 84 


* Railway Board's Reporta, Vol. I. 


systems. A later start, and perhaps some prejudice, probably 
explains the reason for the time lag. But the clear declaration 
of Government policy has, on the general question of Indiani- 
zation, led to the same results without any acquisition, and - 
consequently policy, not management, is the important factor. 
The case for state management will therefore have to seek 
more secure grounds than the progress of Indianization. 


(c) Indian industries and stores purchases 


Public opinion, as stated earlier, was also suspicious of 
railway rates policy as it affected Indian industries. ‘Towards 
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eer, 
the — — last «war, Government were committed to a 
. op po li of industrial development, and, in the early twenties, 
toa ‘policy of protection, Indian railways, which normally 
= spend large sums of money on purchases’ of materials and 
* stores, could, as in other countries, provide an important market 
i for domestic industries. The Indian Stores Department, set 
up to place orders for materials required by Government 
departments, was expected to carry out the policy of en- 
couraging Indian industries. Railways were desired to adopt 
the same procedure. The importance attached to this by 
the Central Legislature is clear from the specific recommenda- 
tion made in the Separation Convention resolution urging 
on the Governor-General-in-Council the utilization of the 
Indian Stores Department for the purchase of stores for the 
State railways.” 

While accepting the policy of Government, the Railway 
Board maintained their own organization on the different 
railways for the purchase of stores, and the Indian Stores 
Department was, until quite recently, left to handle only a 
bare fraction of the railway orders. When the state-managed 
railways strove to preserve some freedom in the matter of 
purchases, it is not surprising that the company-managed rail- 
ways should be less keen on control-from without. But the 
policy of Government on this question was clearly stated in 
these terms : 


J 
oun 


‘to make their purchases of stores for the public service in such a way as 
to encourage the development of the industries of the country to the utmost 
possible extent consistent with economy and efficiency. 


In order to give effect to this policy the order of — 
was specified as follows : 





‘First, to articles which are produced in India in the form of rials, 
or are manufactured in India from raw materials produced in India, pro- 
vided that the quality is sufficiently good for the purpose ; 

secondly, to articles wholly or partially manufactured in India from im- 
peated materials, provided the quality is sufficiently ‘good for the purpose ; 


cs "The last clause of the resolution, Appendix A. 





THE STATE AND RAILWAY ADMINISTRATION . 425 


thirdly, to articles of foreign manufacture held in stock in India, provided 
they are of suitable type and requisite quality; and 

fourthly, to articles manufactured abroad which need to be specially 
imported.’ 8 . | 

Raw materials obviously required no preference, and railways 
naturally purchased them locally. Where domestic enterprise 
in the manufacture of certain articles was developing to the 
point of supplying part at least of railway requirements, the 
earlier practice of obtaining imported products deprived it 
of the support of a local market which would have ensured 
its progress and expansion. It is here that Government policy 
was expected to contribute to the industrial development 
of the country. | 

The volume of stores purchased for the principal State- 
owned railways is considerable. The value of materials pur- 
chased during 1924-37 totalled Rs. 273-81 crores. Of this 
Rs. 137-50 crores represented the cost of indigenous products. 
Approximately one-half of the balance of Rs. 136°31 crores 
was spent on imported stores purchased locally, and the other 
half on direct imports. It is not easy to draw inferences from 
these total figures distributed over six years of active con- 
struction and seven depression years of attenuated programs 
and reduced expenditure. Statistics of percentages of the 
value of indigenous materials to the total reflect in general 
the proportion of the raw materials to the manufactured goods, 
and do not indicate any large displacement of imports by 
domestic production. But the change in this direction has 
started : the increasing reliance on local manufacture under 
such items as rails, bridgework, etc., and the adoption of rupee 
tenders appear to be accelerating the process. 

As public opinion a generation ago expected from state 
management a substantial assistance to Indian industries, 
it is interesting to compare the record of the state-managed 
and the company-managed railways as regards the purchases 
of stores. Taking the figures of four state-managed lines 

ë Government of India Resolution, No. 3.217 of 12 December 1929, Department of 
Industries and Labour to take effect from I January 1930, 
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in Table 118. ` 
TABLE 118. STORES PURCHASED DURING 1924-30* © 
(In crores of rupees) 
i Railways . 
State-managed : A B, A+B C 
E.B. 1-54 1-98 +82 597 
E.I. 8'89 6°04 15°83 14°04 
GLE. 12°38 5:92 18:30 7°38 
N.W. 713 6-76 13:89 17:28 
Total 30:24 21°60 51°84 44°67 
Percentage of total 31 23 54 46 
Company-managed : : 
A.B. 0:98 0-62 1:60 1'61 
B.N. l 518 50O 10:18 7-00 
B.B.&C.I. 6:26 3-00 9-26 7°86 
M.&S.M. 5°38 1-73 T11 +09 
S.I. 570 1:65 7°35 2°99 
Total 23°50 12°00 35°50 23°55 
Percentage of total 40 20 60 40 
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| Fe 2 — company-managed lines during 1924-30, the value 
| of stores purchased by the two groups was distributed as shown 


A direct imports, B imported stores purchased locally, C indigenous products. 
* Railway Board's Reports, Vol. I.. 


The cost of stores of indigenous origin was 46 per cent on 
the state-managed lines and 40 per cent on the company- 
managed systems during 1924-30. The proportion is un- 
doubtedly higher on the former, but the company-managed 
lines are not far behind. 

The drastic curtailment of works and partial postponement 
of current maintenance during 1931-7 led to a corresponding 
decrease in purchases of stores and the figures for the period 
hardly reflect normal conditions. The value of stores pur- 
chased during 1931-7, summarized in Table 119, discloses a higher 
proportion of indigenous products than during the preceding 
period and it is interesting to see that the percentages of the 
company-managed lines are not far below those of the state- 
managed systems. But as the figures reflect the effects of 
the postponement of ordinary repairs and maintenance and 
the consequent reduction in the purchase of imported stores, 
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the relative increase in the proportion. of indigenous products 
may have been exaggerated. 


TABLE 119. STORES PURCHASED DURING 1931-7* 
(In crores of rupees) 


State-managed railways Company-managed railways 
A B C %of Cto A B C % of Cto 
Rs. Rs. Rs. total Rs. Rs. Rs total 

1931-2 . 103 292 548 58 41 128 3:87 59 
1932-3 - 009 2:26 3°95 63 0:79 107 2388 61 
1933-4 007 251 495 66 066 113 266 60 
1934-5 0:05 257 543 67 Ill 146 352 58 
1935-6 O06 S37 614 64+ 1:24 132 3°44 57 
1936-7 0-05 2°59 5-33 67 t18 1:18 3:30 58 


A direct imports, B imported stores purchased locally, C indigenous products. 
* Railway Béard’s Report 1936-7, Vol. I. 


Can it be argued from these facts that State operation has 
been more satisfactory than company-management? If the 
uniformly higher figures shown by the former are taken to 
suggest its superiority, the company lines also, it should be 
noted, have approximated to the same levels. Had the record ~ 
of the latter been different, the anticipations of the advocates 
of state management would have received conclusive proof 
in these figures. Here also the policy of Government and the 
efforts of companies to give effect to it have secured nearly 
identical results. 


(d) Regard for public opinion 


One of the reasons behind the demand for state management 
was the conviction among Indian politicians and business men 
generally that an executive department of Government operat- 
ing Indian railways would be more amenable to popular control 
through the Central Legislature and more disposed to meet 
public requirements than a company-managed administration 
tempted to take shelter under its contracts and responsibility 
to a London directorate. There were certainly instances in 
the past when scant attention was paid to public opinion and 
the companies could do what they pleased. The cases of the 
Broach block rates and the Pallivasal project have already 
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— been mentioned. The. Acworth Committee referred in detail 
— to the allegations of undue preference and unfair competition 
N E with waterways, complaints regarding owner's risk rates, 
— bribory in connexion with the allotment of wagons, and slack- 
= ness in the settlement of claims. No less urgent were the 
oie, grievances of the third class passengers. Many of these com- 
plaints were removed by measures instituted since 1924. The 
` appointment of the Railway Rates Advisory Committee provided 
a machinery for the adjustment of rates disputes, while the 
Railway Department answerable to the Central Legislature 
would certainly not permit such flagrant instances of public 
disservice to recur. The statistics of payment of damages 
and claims have, as we have seen, shown a remarkable decrease, 
and the prevalence of bribery has been less frequently mention- 
ed than before. Similarly, the complaints of the third class 
passengers were sought to be removed through the regular 
program of improvements and facilities included under the 
open line works on all railways. All these measures have 
wrought a great change in the rail transport situation. With 
the acceptance of the policy of state management, the Railway 
Board have been able to place greater emphasis on public needs_ 
and service than the profitability of the investment—a 
factor which undoubtedly weighs more with a private under- 
taking. 

These changes have certainly effected a — improvement 
as compared with the .state of affairs in the preceding period. 
The principal agency in inaugurating these measures is the 
Railway Board, which as the Railway Department of the 
Government of India endeavoured to carry into effect their 
policy in harmony with the wishes of the Central Legislature and 
other organs of public opinion. But the trader or the passenger 
has to transact his business not with the Railway Board but 
with the individual railway administrations. It would, there- 
fore, be interesting to inquire as to the extent to which the 
state-managed administrations respond to public opinion and 
whether the change in management has denoted a gain to the — 
public from this point of view. 
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An instance in point is affordéd by the history of the rates 
system, a subject of intimate concern to the trading community. 
Despite public. representations over wellnigh two decades 
and the specific references by the Railway Rates Advisory 
Committee, such defects as the unsatisfactory basis of the 
risk rates and the terminal charges have continued unremedied. 
Whether dealing with state-managed or company-managed 
railways, on rates questions, the trading community, to quote 
the Wedgwood Committee, ‘feel themselves burdened by a 
sense of helplessness to obtain a fair hearing.’ Im cases like 
these a state-managed administration has been no more success- 
ful in meeting the needs of business men than the company 
lines. But a state-managed administration has, unfortunately, 
its procedure decided by a higher authority—the Railway 
Board—and appears to exercise little effective discretion. 
The Agent and General Manager of a company-managed rail- 
way probably enjoyed greater freedom and initiative. This, 
of course, is not the fault of state management but rather of 
the undue centralization of the administrative control and 
the bureaucratization which it has brought on its heels. 

While, therefore, a State railway administration may well 
prove the despair of the business community in certain matters, 
it is possible that the Railway Board, when persuaded of the 

_ necessity, may carry out improvements in service facilities 
and remove specific grievances on the state-managed lines 
more readily than might have been possible on the company- 
managed systems such as the Bengal & North Western—a 
railway which figured quite frequently in Assembly debates. 
In other respects the practice of company-managed railways 
has tended to keep pace with -that on the State lines. In 
actual practice the public would have found little to distinguish 
between the State and company lines considered individually. 
The fact that the Railway Board can issue directions to 
the former which have to be carried out makes their 
position different. In the case of the companies, their con- 
tractual rights must be respected. Broadly speaking, the 
Government could only prevent, and their power of initiative 
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* —— limited, The companies could not be required 
— Daisy out works on grounds of convenience or economy, 
M eg they are not needed for safety. Nor could the State prevent . 
the retention or appointment of an unsuitable officer.2 On 
; _ important matters in recent years, the Board have, as we have 
i: seen, exacted obedience from the companies to their policy and 
could, on behalf of the public act with equal effect in other 
matters also. In the last resort the State could compel accep- 
tance by legislation,“ as it has done in the Hours of Employ- 
. ment Regulations, Payment of Wages, Act, etc. If, therefore, 
there were lapses or omission to introduce measures as on the 
State lines, the reason was inaction or reluctance to interfere 

on the part of the Board. 

It is fair to conclude that the earlier anticipations from 
state management have in substance been realized. But the 
company-managed railways have emulated the example of 
the state-managed systems so successfully that the contrast 
is less striking than might have been expected. A clearer 
definition of the policy of Government on the questions raised 
and a more energetic Board keeping a watch on the adminis- 
tration of that policy have secured results which must be 
deemed on the whole not unsatisfactory on the State and 
company railways alike. 

We may now examine whether the apprehensions of the 
opponents of state management have been borne out by the 

. record of operation since 1924. The signatories of the alter- 

‘native report of the Acworth Committee referred to the adverse 

effects of state management on administrative efficiency, the 

disregard of public opinion, and lack of initiative and flexibility. 
CRITICISM OF STATE MANAGEMENT 

The principal objection raised against state management 
is on the score of administrative efficiency. The decentraliza- 
tion of powers and delegation of responsibility for management, 
‘so essential to the successful conduct of a business undertaking, 


+ Acworth Commitice Report, paras 137-8, p. 40. 
** Ibid, 





THE STATE AND RAILWAY ADMINISTRATION 431 


are not so readily permitted under the State procedure. The 
separation of railway finance was désigned to confer autonomy 
on railways. But the administration of the state-managed 
railways, as it has come about, does not reflect that real re- 
sponsibility which should be exercised by a commercial under- 
taking. Thus the responsibility for administration in the 
case of state-managed railways does not unfortunately rest 
with the General Manager, as was partially the case with 
company-managed railways. The administrative head of a 
State railway appears to be, in effect, more an agent of the 
Railway Board than the General Manager of his undertaking. 
_Under the present system, he is helpless to protect even the 
legitimate requirements of his line or to protest against the 
interference of the Railway Board. As he is subordinate to the 
Board his position precludes his taking an independent attitude. 
The financial repercussions of the actions of the Railway Board 
may affect the net return+or the earning capacity of his rail- 
way, but the General Manager is only a cog—a major cog 
admittedly—in a gigantic bureaucratic machine. He cannot 
have that compelling interest in safeguarding the dividend- 
earning capacity of his system, such as the General Manager 
of a company-managed railway is obliged to have. A Clearing 
Accounts Office or a Central Publicity Bureau can be bolstered 
up at heavy cost by the fiat of the Railway Board, and the 
cost apportioned among the state-managed railways regard- 
less of whether individually they can afford the luxury or not. 
A General Manager, whose independence is curbed at every 
turn and has things decided for him, cannot be blamed if his 
administration lacks initiative and degenerates into mere 
routine. ‘This is all the more pertinent when the normal tenure 
left to him before retirernent hardly averages three or four 
years ! 

This comes of the application of the ordinary civil service 
regulations and practice, which the Acworth Committee pro- 
nounced as ‘entirely unsuitable’ for application in so specialized 
a concern as a railway. ‘The relations between the employer 
and the staff,” they pointed out, ‘should be more in conformity 
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= if commercial practice." Short-time transfers — 
= no Brenna, of seniority from one railway or department to 
F other were criticised as not conducive to efficiency, but such 
tendencies during recent years have been frequent enough to 
call for comment. The effects of the civil service regulations 
~ on the railway staff—even to the responsible segment—must 
be considered deplorable. The rules of recruitment may ensure 
-~ the right type of candidate but when he enters service, the 
sheer inertia of years carries him to the top or as near it as 
possible. Each cadre of service gets transformed into a caste, 
a_kind of service loyalty is developed, and a vested interest 
is created. Each member claims a right to the preservation 
of the ‘conditions of service’—the number of appointments 
and key appointments reserved to the service. Each service 
tries to increase its claims and quota. The jobs as with Govern- 
ment service everywhere are safe, and as once a person com- 
pletes his probation, the automatie increments of the time- 
scales are what he is entitled to, the only incentives left 
are the prospects of an out-of-turn promotion to a vacancy. 
If the top positions are held by comparatively younger men, 
there is ‘stagnation’ in the service, which can be got over only 
by creating more appointments. If ‘special’ duties and leave 
vacancies cannot solve it—if the number involved is larger 
—new posts are created and maintained by expanding the 
departments or splitting up the service. The Controller of 
Railway Accounts and his establishment, costing Rs. 3°5 lakhs 
a year, was maintained for ten years after the Railway 
Retrenchment Sub-Committee had urged its abolition on grounds 
of economy. Service requirements probably rendered the 
department superfluous, and it was abolished recently. 


This obsession with service prospects can be checked only 
by a strong Railway Board applying strict business principles 
to the administration of railways and making the General 
Manager responsible for carrying them out. But the Railway 
Board, themselves, are unfortunately infected with the same 


M Acworth Committee Report, para 135, p. 45, 





‘THE STATE AND RAILWAY ADMINISTRATION 433 


virus, as their own personnel is drawn from the individual rail- 
ways and the Finance Department. The Chief Commissioner and 
Members, coming from the different State railways, all belong- 
ing to the same brotherhood and with the same community 
of interest, are responsible not to a board of directors answer- 
able to a shareholders meeting, but to another official, a Com- 
munications Member belonging to the same bureaucratic 
machinery.?* 

The mischief of the bureaucratization has not stopped 
with its spread to the state-managed railways. By a spirit 
of emulation or suggestion it infected the company-managed 
- railways as well. All these may not be a necessary concomitant 
of state management. As Sir William Acworth and his four 
colleagues observed : 

‘When the railway administration has attained independence and has 
established the necessary machinery for closer local supervision, it (the 
practice of rigid adherence to seniority, frequent transfers, etc.) ought 
not to be continued so far as railways are concerned. So injurious is the 
system, that, if we had believed it must necessarily be permanent, those 
of us- who have recommended the adoption of a state management policy 
would have hesitated longer before doing so.'™ 


Railway administrations certainly failed to acquire that inde- 
pendence on which the Acworth Committee had reckoned and 
the doubts of the opponents of state management have been 
confirmed by the experience of the last two decades. 

Turning now to the question of the regard for public opinion 
under state management, we have already seen that both 
groups have shown approximately the same record. But the 
public feeling has been that their demands are likely to be more 
easily met on the State railways than on the company-managed 
lines. But it is necessary to bear in mind that the signatories 
of the alternative report of the Acworth Committee compared 
state management not with the operation under the surviving 
companies but with that of the Indian domiciled companies 
they had recommended. Discussion as to what might have 

i Du 1924-42, there was for a short period only one non-official Member for 


Railways. » others, five in mumber, belonged to the Indian Civil Service, 
a Acworth Committee Report, para 136, p. 46. 
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| edi may: “now sound academic, but there can be no doubt 
— economic incentive of a private undertaking will make 
—* respond more promptly than a State department to- the 
‘needs of the public. 


The third charge against state management is the lack 
of initiative and flexibility. As the guaranteed companies 
were not true private undertakings and were subject to detailed 
Government control over a considerable range of railway 
operations, they did not exhibit any striking difference as 
compared with the State lines. Still the companies appear 
to have used the little freedom they enjoyed from State inter- 
ference to promote the interest of their undertakings , and 
therefore of the public. It is significant that company-managed 
lines had taken the initiative in the matter of the manufacture 
of locomotives in the country. The East Indian Railway 
Company used to build some of the broad gauge locomotives 
in their own workshops at Jamalpur, which were pronounced 
not inferior to the imported stock and were built at a cost 
which compared very favourably with the latter. It is no 
less significant that production ceased with the commencement ` 
of state management. Again it was another company line, 
the Bombay Baroda and Central India, which pioneered the 
way to the production of the metre gauge locomotives. Other 
instances could be quoted where companies have shown better 
initiative. But State control of the company-managed railways 
did not permit any considerable deviation from the practice of 
the State railways. Hence has come about the comparative 
absence of the development of improved service and increased 
facilities which characterized inter-war transport activity in 
Great Britain and the United States. 





CHAPTER XII 
CONCLUSION 


‘Concluding observations on state management, 435. Inadequate sense of 
financial responsibility, 435. Labour policy, 438. 

The Statutory Railway Authority, 440. Management too far removed for 
effective criticism, 441. Question of accountability, 443. Other forms 
of transport ignored, 445. Need for a National Transport Authority, 448. 
Provincial considerations, 448. 

Railway regrouping and amalgamation, 451. Importance of financially 
self-supporting systems, 454. 

Financial autonomy under the convention, 45t. Revision of the convention, 
455. The problem of the contribution, 456. | 


In the light of the discussion in the last chapter one emerges 
with a sobered sense of the achievements of state management. 
Its principal merit lies in the removal of complaints on account 
of which public opinion was deeply incensed against rail- 
ways in the pre-separation days. The special attention paid 
to the convenience and requirements of the public has un- 
doubtedly led to greater satisfaction. Under the influence 
and example of the State the company-managed railways 
also improved their record. State management appears to 
have placed greater emphasis on the political aspects, such 
as the policy of Indianization, stores purchases, etc. On 
the economic aspects of railway working, the record has not 
been equally impressive. 


3 FINANCIAL RESPONSIBILITY 


The financial results of the State-owned railways since 
1924 are deemed satisfactory on the whole. But the facts 
set forth in previous chapters indicate the dangers to which 
state management’ is exposed. We have already seen how 
the effects of the extravagant capital expenditure and the 
overcapitalization during the depression period left a heritage 
of deficits and financial difficulties. Again, under the present 
regime, the financial status of certain systems—the B.N. 
and E.B., for example—suffered deterioration. The upward 
trend of expenditure and higher operating ratio have 
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<} raisi ed throughout, and the fact that the State, with its enor- 


nm yus resources, was behind the railways materially weakened 


the profit-earning motive. The position was further com- 
plicated by the existence of companies which had but limited 


* interest or stake in our railways. The guarantee they had 
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against loss not infrequently resulted in undermining | the 


economic incentive. The prospect of profits in excess of the 
guaranteed interest was likely to encourage administrations 


to practise too much economy, while the likelihood of a return 
less than the guaranteed rate tended to create indifference. 
This called for a special effort to avoid the temptation to 
swing to either of these extremes. As the companies had 
their contracts long before the new arrangements under the 
convention came into force, their relations with the controlling 
authority of the Government of India on financial matters 


continued to be regulated as before. 


The present system of state management exhibits certain 
features which militate against successful working. Although 
the railway systems are -strictly under the direct control of ~ 
the Railway Board, they are treated as independent units 
as regards the details of administration. On a variety of 
matters they function as an entirely separate entity, such 
as in regard to rate-making, organization, jurisdiction, ap- 
pointments, etc. The delegation of large powers and the 
right to be treated aš a separate system ought to carry with 
it the responsibility for producing satisfactory results. With its 
paraphernalia of separate organization, financial powers, inter- 
nal autonomy and rates structure, the management is expected 
to assume the duty to so operate the system as to earn a net 
revenue sufficient to meet not only the interest but also the 
share of the contribution as fixed by the convention. The com- 
pany-managed railways could not be subjected to sych 
liabilities as their contracts were concluded many years before 
the present financial arrangements were put into effect and 
the interest of the State was protected by adequate safeguards. 
There could be no such justification for the omission of these 


obligations as regards the working of the  state-managed 
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railways. According to the present methods of ‘working, 
each system is not obliged to be so worked as to produce a 
net income sufficient to pay the interest on its capital and 
the share of contribution to the State. Even more regrettable 
is the omission of a provision imposing a cumulative liability 
‘in respect of the interest charges due but not paid in parti- 
cular years by a railway. system. It is true that not all rail- 
ways are financially well-favoured : some serve economically 
rich and prosperous regions and others poor and backward 
areas. There are bound to be differences. But whatever 
the relative position of a railway, it has on economic con- 
‘siderations to be so worked as to earn the minimum return 
on the investment and ought to carry the liability on that 
account to be paid out of future earnings. The absence of 
any provision of this kind implies that there is no standard 
of performance which railways are oxpected to maintain and 
that the net revenue of the State-owned railways totalled up 
and featured in the railway accounts is only the residue of 
the profits of the successful lines after meeting the losses on 
the others. It is true that the Railway Board does exert 
its influence, as it has done during recent years to enforce 
a regime of economy and retrenchment, to effect the execution 
of certain policies. The fundamental defect of railway finance 
after the separation has been that the responsibility for the 
payment of the interest charges on capital and the contri- 
bution is that of the Railway Board only. This is not appor- 
tioned in its turn to the individual railways. The result is 
that a particular railway may go on incurring losses for years 
together without any qualms so long as the aggregate net 
income for all the railways is sufficient to pay for its own 
losses, interest and share of contribution to the State.. The 
statistical analysis undertaken in connexion with the financial 
status of the different railways in an earlier chapter amply 
bears out this statement. 
The only satisfactory method of ensuring economical and 
efficient management is to make each railway shoulder its own 
* financial burdens. It appears to be very desirable that an 
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= This is bound to change the outlook of those that before ‘the 
W orld War II constituted the losing railways and make the eon- 
trol of the Railway Board far more effective than before. With 
so many railways of moderate size, the present administrative 
set-up may need to be changed and a regrouping and amal- 
gamation of the lines to form a smaller number of larger systems 
may lead to financially strong and self-supporting units. 

` In other directions also state management has disclosed 
certain elements of weakness. The review of passenger and 
goods transportation indicated that state management has 
not been bold enough to tackle questions of far-reaching 
changes such as private enterprise has dealt with effectively 
and successfully in other countries. Public satisfaction has 
been sought through a lowering of charges or of relieving con- 
gestion. In fact, the record appears to have been negative 
rather than constructive. Disabilities and inconveniences may 
have been removed, but the improvement of transportation 
with a view to exploiting and extending the travel market 
has been on too timid a scale. This explains why Indian 
railways, when confronted with competition from road trans- 
port, appeared to rely more on restricting it than improving 
their technique as foreign railways have done. The inability 
of the Railway Department to face questions involving funda- 
mental changes is shown by the reluctance to bring up the 
classification of goods and the rating system to modern re- 
quirements. This is again confirmed by the fact that it has 
not been able to make up its mind to revise the Indian Rail- 
ways Act—enacted more than half a century ago, a period 
medieval in railway history as the Acworth Committee termed 
it. What a contrast with Great Britain and the United 
States which carried through during the twenties a large 
volume of legislation revolutionary in character and scope ! 








LABOUR POLICY 


The labour policy under state management deserves to 


be commended. The period under review witnessed a general ` 
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improvement in the status and conditions of work of railway 
labour. It was overdue and it is doubtful if so rapid a pro- 
gress would have been accomplished on both the State and 
company railways but for the special interest shown in this 
question by the Railway Board. The period was also charac- 

terized by the growth of trade unions and concerted action 
by them on matters affecting their interests. The demands 
of labour, particularly in the present economic conditions 
in India, are entitled to sympathy and consideration. But 
the situation may give rise to difficulties in the future. The 
relations of the State as the employer and labour may be 
harmonious when concessions—economically justified and fair 
—proceed from the former to the latter. But if anything 
happens to reverse the process, the employment of so large 
a labour force by the State may create a serious crisis. The 
alternative report of the Acworth Committee referred to ‘the 
obvious objections, not to say the positive dangers, of making 
Government the sole employer of a vast labour force.’* The 
‘ experience of other countries where the State had to deal 
with its railway employees has not been happy, and instances 
are not wanting where the Minister of Railways was even 
intimidated.? In the present state of politics in India, it 
will be wise to steer clear of dangers of this kind. The policy 
of acquiring the company-managed lines has solved one set 
of problems only to create others of grave economic and 
political import. 

The existing system of state management is thus altogether 
inadequate to cope with the problems Indian railways have 
to face. A change is imperative, if only to remove the bureau- 
cratization, red tape, departmentalism and other defects 
mentioned above. That the present organization is not 
suited was recognized during the consitutional discussions 
and a solution was prescribed in the Government of 
India Act, 1935, in the shape of a new Statatory Railway 
Authority. 


S nAowarin . Comrnntios fr vac optas nj Ma 
* Kirkaldy and Evans, The History and Economics of Transport, 3rd odn., p, 194. 
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— That the “future ‘management of Indian railways should 
y different from the existing system was first proposed by the 
a : La ae of India in their Despatch on Indian Constitutional 
3 * Reforms. It was pointed out that there were non-economic 
= considerations governing the administration of Indian rail- 
= ways, such as defence requirements and safeguarding of the 
= rights of the services and of the Anglo-Indian community. The 
Government of India’s Despatch explains many of the sub- 
sequent developments and provisions of the Act of 1935. 
Whatever the merits of these reservations, it will not be 
seriously disputed that railways constitute the arteries of 
the economic life of the country and that the economic aspects 
overshadow every other. Again, no one will question the 
reality and dangers of community pressure. The fact that 
on less important matters communal and provincial jealousies 
are coming to the fore is symptomatic of the difficulties that 
may have to be met. The main solution to all these problems 
will be found in ensuring the commercial management of 
the Indian railways. This is what has been attempted in the 
Government of India Act, 1935. 

The Act provides for a new Authority to be set up, called 
the Statutory Railway Authority, consisting of seven members, 
to exercise the executive authority of the Federation in respect of 
‘the regulation and the construction, maintenance, and opera- 
tion of railways.” In carrying out their duties the Authority 

‘shall act on business principles, due regard being had by them to pia 
interests of agriculture, industry, commerce and the’ general publio, and 
in particular shall make proper provision for meeting out of their receipts on 
revenue account all expenditure to which such receipts are applicable 
under the provisions of this part of this. Act."? 
To obviate the possibility of sectional interests exerting pressure 
on the administration through the legislature and the re- 
sponsible minister, provision is made to appoint to the Autho- 
rity only those who have had experience in commerce, in- 


3 {Government of India Act, 1935, Section 181 (1). 


4 n 9 ` 
* 








CONCLUSION 441 


dustry, agriculture, finance or administration and to exclude 
members of the Federal or Provincial Legislatures, those in 
the service of the Crown in India or a railway official in India 
or those who were serving as such within the period of one 
year.” Not less than three-sevenths of the Authority are to 
be persons appointed by the Governor-General in his dis- 
cretion and the Governor-General shall in his discretion appoint 
a member of the Authority to be President thereof.’ 


In the discharge of their functions, the Authority are to 
be guided by such instructions on questions of policy as may 
be given to them by the Federal Government.” The danger 
of pressure from the Federal Government is safeguarded against 
by the extensive discretionary powers conferred on the 
Governor-General, and particular emphasis is laid on the 
relations between the Federal Government and the Authority 
—a matter on which rules are to be made by the Governor- 
General ‘exercising his individual judgement but after con- 
sultation with the. Authority.’ These provisions indicate the 
nature of the endeavour in the Act to establish a sound or- 
ganization for the administration of Indian railways. 


The criticism of the changes proposed will naturally centre 
round the Statutory Authority. From the nature of the 
developments in other countries the trend, even where private 
enterprise dominates transportation, is to substitute control 
by a public utility trust or a public trusteeship in place of 
direct State operation. The advantages claimed for the 
public utility trust are that ‘it combines elements of sociali- 
zation with aspects of private management, initiative and 
elasticity, that should be preserved.’"® The establishment of 
the Authority therefore appears to be tho logical and necessary 
outcome. From the constitutional aspect, railways are given 
-autonomous powers within limits of the broad policies to be laid 
down by the Federal Government. The Federal Government 

* Government of India Act. Eighth Schedule, para 2. 

ë Ibid., Section 182. 

* Ibid., Section 183(2). 

* Ibid., Section 184/1). 

» Marshall È. Dimcock, British Public Utilities and National Development, p. 303 
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not be obliged, as at present, to justify before the legislature 
its actions when questioned. There may be no presentation 
of the budget demands under the new regime nor consequently 
any voting on the estimates. The problem under such a 
situation is how to ensure accountability on the part of the 
Authority for the proper discharge of the functions entrusted 
to it. The warning uttered by Acworth deserves attention. 
The non-political body will neither be infallible nor impeccable. 


‘Evidently a commission which though composed of individuals personally 
_elean-handed, is not strong enough to crush attempts at jobbery in its 
neighbourhood may be even worse for the public interest than a Minister 
who uses his patronage for political ends. For the Minister can at least 
be watched and exposed in Parliament by political opponents, while a 
commission .can take shelter under the cloak of its statutory irrespon- 
sibility." 

These views have been endorsed by others who have 
traversed the same ground. Mr. G. D. H. Cole in his dis- 
cussion of public control of industry observes that a body 
of commissioners must be 


‘really responsible, not merely in a nominal sense to Parliament which 
sanctions their appointment, but to some public authority capable of co- 
ordinating their several activities, and defining for them the general course 
of policy which, as administrators, they are called upon to pursue. The 
system of independent commissioners is apt to work badly now, precisely 
because no such coordinating authority exists. They are in effect irre- 
sponsible ; and the control of policy, which is not their job, as well as the 
control of administration, which is, rests in their hands. Parliament, in 
t setting up the commission, gives it certain powers and prescribes certain 
functions and lines of policy. But, when once the commissioners are in 
being, they are left without any effective subsequent direction, save that 
spasmodic parliamentary intervention which does more harm than 
good.” : y 


1° W. M. Acworth, Historical Sketch of State Railway Ownership, È 90. | 
icon D. H. Cole, The Next Ten Years in British Social and Economic Policy, 
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Dr. Dimcock in his study of British public utilities is even 
more critical of the commission principle : 


‘As a result of experience, it may be found that the public utility trust 
is too far removed from Parliament to be effectively criticised and con- 
trolled in matters relating to important financial and labour policies. This 
form of organization is exposed to the pressure of interest groups, with 
the result that log-rolling and personal influence are hard to avoid. An 
appointed body, with no constituency to which it is effectively responsible, 
will be in danger of a dulled sensitiveness to public needs unless it is honestly 
and carefully chosen. Salaries, fees, and overhead costs that the average 
person would consider too high cannot be effectively prevented. More- 
over, the creation of public boards all of which possess important differences, 
may render the processes of popular control so complex and indirect that 
real responsibility will be lost. The American system of imlependent 
commissions .suffers from this defect. The London Passenger Transport 
Board appears to be especially subject to this possible weakness. Great 
Britain should hesitate a long time before seriously vitiating her most 
valuable constitutional principle—real responsibility for power bestowed 
by public authority.’ 

Rt. Hon. Herbert Morrison, who was Minister of Trans- 
port in the second Labour Government, referring to the organ- 
ization for the management of London Transport, stated : 

‘It must be a public body; there must be public accountability of an 
appropriate form or forms; ...it must have a social conscience, a corporate 
spirit and a public purpose; the legitimate rights of the consumer must 
be safeguarded ; so also must those of labour in the industry.’ 

The limitations imposed on the future Federal Govern- 
ment of India and the legislature to preclude political in- 
fluence take out of the picture the two agencies which normally 
enforce accountability. It is the existence of this principal de- 
fect which explains why, constitutionally speaking, the guaran- 
tee for efficient administration should be sought through the 
constitution of a tribunal with power of impartial review of 
the work of the independent Authority for the management 
of railways. The need for this is underlined by the economic 
aspects. After all, the questions of status, autonomy, etċ., ` 
are secondary to the chief end for which transportation is 


1t Dimeock, op: cit., p- 303. MEA 
u Rt. Hon, bert Morrison, Socialisation and Transport, p. 148. 
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an, namely, that of meeting the transport require- 
of the nation with efficiency and economy and at reason- 
ble poi just rates. The proposed Authority will, it may be 
assumed, endeavour to do this to the best of their ability, 
but human nature being what it is, the responsibilities of an 
undertaking of continental dimensions may prove too great 
for this agency to attain the ideal. The average user must 
have some means of safeguarding his interests, ventilating 


his grievances and getting them redressed. The position 


of the trader in other countries is better protected. The 
Interstate Commerce Commission and the State Railroad 
Commissions in the United States, the Board of Transport 
Commissioners in Canada, and the Railway Rates Tribunal 
in Great Britain censtitute sufficient guarantees that the 
interests of the users are taken care Of satisfactorily. The 
provisions of the Government of India Act, 1935, have not 
developed a proper counterpart in the Rates Advisory Com- 
mittee. ‘The existing defects of that body are likely to be accen- 
tuated under the new scheme. The mere superimposition. of 
a Statutory Railway Authority is not going to change every- 
thing. The Railway Board presumably will continue to 
function much the same as at present. The Statutory Autho- 
rity thus amount to a buffer between the Federal Govern- 
ment and the executive administration of the railways. The 
present shortcomings, despite the control exercised by the 
legislature, are likely to be magnified by the recession of rail- 
ways from the-field of public scrutiny. This insulation of 
railways and the absence of an effective machinery to afford 
relief to the public render more difficult the task of railways 
in adapting their means to the nation’s transport demands., 
Apart from such complaints which have been the subject 
of organized publicity as the wagon problem, coal freights, 
ete.,' there are bound to be many more of less publicity value, 
though not necessarily of less economic significance. It is 
from this point of view that the incorporation of the current 
procedure regarding the Rates Committee is to be deemed 
unfortunate. The original intention of transforming the com- 
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mittee into a tribunal, asin Great Britain, received the support of 
such practical and experienced railwaymen as the late Sir 
Clement Hindley. When the proposal for the revision of the 
Indian Railways Act was mooted, there was striking unanimity 
of opinion among the Chambers of Commerce in the demand 
for a tribunal. The failure to explore the possibilities of 
some such institution in connexion with the constitution of 
the new railway organization appears to be the most serious. 
omission in the Act. 


à The Act has also failed to take into account the adminis- 
tration of railways with reference to other types of transport. 
The emergence of road motor transport causing a large-scale 
diversion of traffic from rail to road has raised a new problem. 
The competition railways have experienced is not confined 
to the road. The striking progress of commercial aviation 
in recent times, as shown by the ever-increasing traffic handled, 
provides another factor. Developments during the World 
War IL have extended considerably the scope for commercial 
aviation and therefore for post-war competition. Railways 
have lost their monopoly position and have to seek their 
traffic in what has become a competitive market. It is not 
merely a case of competition and loss of traffic. There are 
other questions raised, such as the relative distribution of 
overt or disguised subsidy to the different types of transport, 
and railways often point to the differential situation in which 
they find themselves as compared with road transport, which 
has no responsibilities for the construction and maintenance 
of roads. The implications of transport competition and the 
policy to be adopted in connexion therewith have been neatly 
summed up by the late Joseph B. Eastman as Federal Co- 
ordinator of Transportation, in his report to the Congress : 


‘The ultimate objective is, of course, a system of transportation for the 
Nation which will supply the most efficient means of transport and furnish 
service as cheaply as is consistent with fair treatment of labour and with 
earnings which will support adequate credit and the ability to expand 
as need develops and to take advantage of all improvements in the art. 
This system of transportation must be in the hands of reliable and 


a 












CONCLUSION 
sible operators — charges for service will be known, dependable, 
ez anp — and free from unjust discrimination. 
—— To attain this objective, | it is clear that there must be some centralized 
age mtr l which will concern itself with planning and prevention as well as 
with the cure of evils after they arise, It must deal with the future pro- 
XE vision of new facilities, with the proper*coordination of those which exist, 
beens and with the development of sound general policies affecting both service 
and rates ; prevent unnecessary duplication and waste ; promote the use 
of each agency of transportation, in cooperation with the others, primarily 
¢ in the service to which it is economically best adapted ; check the forms 
of endless chain rate cutting or service promotion which have come to 
be known as destructive competition; and protect the public against 
unreasonable charges and unjust discrimination. 

As a further part of this work of planning, prevention and coordination, 
attention must be given to public as well as private expenditures, and to 
the extent to which various forms of transportation are, through such 
public expenditures or otherwise, in effect subsidised by Government. 
It is conceivable that such subsidies may in some situations be justified, 
and also that where they have been granted in the past it may be im- 
practicable to rectify the situation now; but certainly we should know 

‘what has been and is being done in this respect, correct all conditions 
which are unjust and capable of correction, and understand the cohse- 
quences of what may be done for the future.’ — 


The most important feature in current discussions on 
the subject of transport competition is the unanimity of opinion 
in favour of a national agency invested with power to control 
and coordinate all forms of transport. The pressure of eco- 
nomic forces has impaired the individuality of each type of 
carrier and it has become impossible for one form of transport 
to resist influences coming from others. Emphasis is now 
placed on transportation rather than on the particular carrier 
which undertakes it. “The primary requirement,’ as Mr. 
Harold G. Moulton and his associates of the Brookings In- 
stitution observe, ‘is that traffic actually move by the parti- 
cular transport agency or agencies which can carry it, all 
elements of cost considered, in the most economical and ser- 
viceable way.’ Such a treatment implies two things: an 


—— ef the Federal Coordinator of Transportation, 1934, 30 January 1935, 


9. 
PPS Harold G, Moulton and others, The American Transportation Problem, p- 88L 
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economic parity for all forms of transport and a properly 
integrated national transport system. The State whose inter- 
cession is sought to protect railways from the effects of un- 
restricted competition has to make sure that its intervention 
will not delay the natural process of adaptation to the more 
efficient means. A wise government in a time of change, ' 
as has been rightly pointed out, will seek to minimise 
the losses due to transition. It should of itself interpose no 
obstacles to the choice of effective machinery or to the partial 
or entire elimination of the unfit. : 

The setting up of a national authority will provide the 

. machinery to apply the principles stated above and ensure 
that the transport organization of the country will render 
efficiently and economically the service required. The present 
situation calls for the creation of a controlling authority to 
weld the different types of transport into an organic entity 
capable of meeting the nation’s demands, minimising ultimate 
real costs and bringing about a gradual transition to specialized 
operation. Only a properly constituted national authority 
can shoulder these tasks satisfactorily. 

This brief discussion on transport policy indicates the 
character of the policy required to meet present conditions 
in India. Before considering the measures to solve our prob- 
lems, however, reference may be made to certain special features 
of the transport situation. Thanks to the time lag arising from 
a delayed economic development the position in India has not 
become so acute as in some countries. But forces have been 
operating in the same direction and compelling closer attention 
than before to transport problems. The data released in 
the thirties by the Mitchell-Kirkness Report, the Road- 
Rail Conferences, the Road Development Conference, and 
the reports of the railways themselves, indicate that Indian 
railways experienced on a smaller scale the difficulties met 
with in other countries. With the expansion of air and road 
transport the immediate future holds revolutionary changes 
in the system of communications, The problem thus calls 
for the establishment of an administrative and regulatory 








— in anticipation of these developments. There is 


always friction to legislation trying to overtake economic 


_ changes from pressure groups and vested interests depending 


on the maintenance of the status quo. The social costs in 
countering opposition already encouraged by these interests 
—the fall from the optimum unavoidable in compromise and 
the waste of endeavour in attempting to circumvent diffi- 
culties thus engendered—indicate how much there is to be 
gained from preparation made in advance to meet the changes 
that are impending. 

From this point of view the attempt in the Government 
of India Act, 1935, to deal with the railway problem alone 
to the exclusion of other forms of transport is short-sighted. 
It ignores the dynamics of the transport situation in which 
competing carriers with their gradual organization are likely 
to intensify the difficulties for railways. A Federal or Central 
Authority empowered to deal with the practices and policies 
of all forms of transport seems to be an inevitable concomitant 
of these transport developments. The only satisfactory plan 
in the circumstances is the establishment of a National Trans- 
port Authority to deal with all forms of transport in place 
of the contemplated Statutory Railway Authority. The rail- 
ways will acquire rather than lose importance. With their 
elaborate organization and experience of decades with complex 
problems of large-scale transport and regulation, they would 
bring to such an authority technical experience, qualities 
and judgement not easily available in this country. Only a 
Transport Authority on this basis dealing with all the carriers 
can ensure the elimination of sectional — on railways 
and other forms of transport. 

There is yet another question raised by the extension of 
provincial autonomy. Roads and road development, accord- 
ing to the legislative lists, are under the direct control of 
the provinces. The provincial psychology needs to be appre- 
ciated. The average citizen in the province feels that roads 
and road carriers are within the orbit of his influence. He 


knows that he could, by proper pressure, get the roads con- 
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structed and make the road carriers conform to his require- 
ments. The Motor Vehicles Act, 1939, which seeks to bring 
about uniformity of standards and practices in the provinces 
is administered by Provincial Governments. He feels, there- 
fore, that road transport is amenable to his influence and in 


greater accord with his immediate local demands and limi- 


tations than a railway which owes allegiance to a Federal 
Authority, situated probably far from his province. Railway 
administrations obey the behests of this authority, but the 
road transport undertakings must be prepared to please him 
if they expect his patronage and business. Any future proposal 
to bring road transport under the jurisdiction of a Federal 
agency may meet with opposition, even resentment. Besides 
the possibility of antagonizing provincial opinion, Provincial 
Governments themselves may not be keen on parting with — 
their control of the roads in favour of central control. The 
omission to take these factors into account in the Government 
of India Act, 1935, is therefore likely to create difficult situa- 
tions before long. x; 

The immediate future appears to be one of more intensive 
development of roads. The program is likely to bear the 
impress of central planning with emphasis laid on national 
rather than provincial requirements. Some kind of central 
control appears to be unavoidable in view of tnter-provincial 
as distinguished from infra-provincial traffic and of its co- 
ordination with rail transport. A National Transport Autho- 
rity is obviously the agency which can take over this 
responsibility. To the existing Railway Board may be added 
three other boards under the Transport Authority for road, 
air, and water transport. The general relation of the Autho- 
rity to these boards will be the same as that to the Railway 
Board. The Railway Board controlling the State-owned rail- 
ways will constitute a single centralized executive organization 
for rail transport. The executive administration for roads 


and inland water transport may have to be shared between the 


Government of India and the Provincial Governments. A 
central control is necessary for air and marine transport, 
57—1614B 
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; a — the Geena outlined in these paragraphs are 


- - feasibl , the constitution of the Railway Rates Advisory Com- 
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mittee must be overhauled. The need to transform this body 
into a tribunal has already been stated. With the increasing 
“importance of competing carriers, the interests of users will 
need to be protected in the matter of rates, service and facilities. 
The ideas of reasonableness in these cases will have to be 
related to those on the railways. In view of the considerations 
set forth above it will be an advantage to reconstitute the 
committee into a tribunal to deal with disputes arising in 
connexion with all forms of transport. . The analogy of the 
Canadian Board of Transport Commissioners supplies an 
instructive example to this country. But in view of the 
transport systems of Indian States also coming into the picture 
in the Federation, the tribunal may find it profitable to follow 
the procedure of the American Interstate Commerce Com- 
mission in the adjudication of disputes in connexion with 
inter-provincial-Sfate traffic. 

Conditions in India are different from those in other coun- 
tries where transport facilities have ‘exceeded demand. In 
contrast with the situation in Europe and America, we still 
look forward to further development of both railway and 
other forms of transport. The danger of losses due to economic 
mistakes becomes therefore all the more real. The Mitchell- 
Kirkness report revealed how railway facilities were rendered 
redundant owing to road motor competition as a result of 
parallel alignment of the two routes. Such risks are parti- 
cularly great during a period of economic development and 
expansion. Hence the need to think in terms of national 
requirements, rather than in terms of each transport enter- 
prise. A cautious policy is all the more necessary in a large 
country like India with general poverty all round and with 
limited reserves of capital to be risked in expensive experi- 
mentation, particularly at a time when growing industries. 
need all the financial resources available. Planning for national 
transport is necessary for a country of vast proportions to 
meet the claims of different provinces and. localities in order 
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of their relative importance in the nation’s economy. There 
are considerable differences between one province and another 
as regards railway and road milages. These inequalities 
have to be rectified according to the requirements of each 
province after a comprehensive survey of the present and 
prospective transport needs of the country and of the facilities 
to_meet the demand. A Transport Authority representative 
of all the interests concerned will be indispensable for carrying 
out the programs of development in accordance therewith. 


RAILWAY REGROUPING AND AMALGAMATION 


While a National Transport Authority is the obvious agency 
to deal effectively with the larger questions of transport policy 
and competition, its success would be limited by the efficiency 
of the internal organization of each form of transport. Rail- 
ways, the most well-organized of all forms of transport in 
India, suffer from two features which are likely to hamper 
their ability to meet national requirements with the maximum 
economy in social costs. One is the comparatively small 

: size of the Indian railways; and the other is the uncertain 
financial autonomy enjoyed by them. 

The relatively small size of the Indian railway systems 
has attracted the attention of most of the committees which 
have dealt with railway finance since 1920. This is not sur- 
prising as many foreign railways, as shown in the accom. 
panying table, operate a total milage much larger than that 
worked by most of the Indian railway systems. The fact 
that with the exception of the North Western, all the other 
lines have a route milage substantially less than that of many 
foreign railways makes out a prima facie case in favour of 
railway amalgamations in India. The present systems have 
retained their integrity as separate systems owing to the 
special conditions under which railway development was 
encouraged in the past. The contractual rights of the guaran- 
teed companies which managed the majority of the lines 
in the past favoured their continuance as separate systems. 
But this need not have stood in the way of regrouping of the 









Milage Indian railways Milage 


6,894 A.B. -1,306 

6,372 B.&N.W.tT . 2,108 

11314 BN. 3,302 

ani 10, 708 B.B.&C.1. 3,512 

i Milwaukee, St. Paul & Pacific 11,097 Burma 2,060 

Anion, Topeka & Santa Fe, 13,511 E.B.T 2,010 

Baltimore and Ohio§ 11,269 E.I. 4,801 

Van Sweringen§ 28,411 G.I.P. 3,727 

Southern Pacific$ 14,485 Jodhpur 1,055 

Canadian Pacific 17,223 M.&.S.M. 3,230 

Canadian National - 23,707 N.W. 6,946 

New South Wales 6124 R&K.łt 570 

Queensland 6,567 SI. 2,532 
South African 13,620 
German State 33,878 
Italian State 10,540 
Japanese State 10,890 


* The figures for — railways takon from official sources. 
The A.B. was merged in the E. B. in 1941 gs stated in the text, 


After acquisition by the State in 1943, the B.&N.W. and R.&K. were combined 
to form the nt O & Tirhoot Railway. 


§ Dr. W. M. W. Splawn’s figures on the bnsis of stock ownorship, taken from 
D. Philip Locklin’s, Economics of Transportation, p. 85-6 | 


different railways to form larger administrative units. The 
Acworth Committee, with the British experiment fresh in 
their minds, suggested the creation of three divisions, the 
Western, Eastern and Southern. The Inchcape Committee 
appeared to favour the creation of five groups.” A decade 
later the idea of amalgamation was approvingly referred to 
by the Wedgwood Committee,“ who contemplated the absorp- 
tion of the Assam Bengal into the Eastern Bengal—carried 
out in 1941 to form the present Bengal Assam—and of the 
Madras and Southern Mahratta into the South Indian when 


“ Acworth Committee Report, —— in. Tho Western division would include the G.1.P., 
B.B.&.C,1,, N.W., and Jodhpur- Railways together with the ports and the branch 
and foodor railways in their area; the Eastern division would inclade the E.I. O.&R., 









B.AN.W., R.&K., A.B. B.N., and EI B. Railways ther with rta and local railways 

yeta and — Southern division would incl the M.&8 x. 8. ce H.E.H.Nizam's 
with ports and local railways as 

: | Chee the groups were: the n Aa tig — of 

sna 1 According to 8. Western Sine ep OE —— ne 

the Ramer grow coun of the E Tae Ò. AR, B eigen tee A eas Mkea 


consisting of N and the Trans-Ganges group consisting of the B — WwW. 
ing Tirhoot), E.B.(M.G. h ae a A.B, a Rs &K. “Indian Railway Problems, p 
Pp Committoo also referred 


—— amalgamation. — 
of the We ‘Committee on the subject tation of amalgamation,» For the vows 
Matt pp} 118-22. 
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P ` their contracts expired. The program of regrouping and 
amalgamation need not have awaited the normal termination 
of the contracts of all the companies in view of the British 

experience of reorganizing the twenty-seven constituent and 


ninety-seven subsidiary companies with their thousands of 


shareholders to form the four main-line systems. The diffi- 


culties could not be greater in India with the State holding 
the preponderating share and the companies having only a 
fractional interest in the property. 

The compelling motive for amalgamation is the same as 
that observed in other industries: the elimination of what, 
in the aggregate, amounts to a considerable waste unavoidable 
in a multitude of small undertakings. The substitution of a 
single management to control several railways independently 
operated previously leads to large-scale economies. By cutting 
down the duplication of administrative offices, passenger 
terminals, goods sheds and marshalling yards at all important 
termini, a substantial amount of expenditure may be saved. 
The existence of separate managements calls for the apportion- 
ment of trackage rights, joint station facilities and other inter- 
railway arrangements entailing an elaborate and expensive 
system of accounting and a fertile source of disputes and 
interminable negotiations. All these are rendered unnecessary 
by placing the railways concerned under a unified manage- 
ment. ‘These considerations have led to consolidation of rail- 
way systems in other countries. Within the last quarter of 
a century the movement towards unification has gained strength. 
In 1938 pre-war France effected the consolidation of the two 
State railways and five main line companies into a single or- 
ganization under La Societe Nationale Chemins de Fer Francais. 
The question of combining the Canadian Pacific and the Cana- 
dian National has aroused considerable interest in the Dominion. 
The ‘Transportation Act, 1920, and” later legislation in the 
United States have also accepted the principle of consolidation 
as a definite policy to be encouraged among American 
railways. A second motive for favouring a larger system is 
that the improved financial stability of the combined 












J rganization would stand the strain of competition more ` 
— 
Thoro are additional arguments in favour of railway re- 
a = grouping in India. Under the present system, each railway, 
though State-owned, naturally tends to look to its financial 
interest alone, ignoring the larger interests of the country. 
The result has been the impossibility of devising a telescopic 
rating system on continuous milage ad the extraordinarily 
individualistic tariff structures, as already referred to. A 
regrouping of the lines into a smaller number of financially 
self-supporting systems calculated not only to lead to large 
savings and eliminate the wastes and anomalies in the present 
system, but also to render each group more responsible for 
the operating results. The starvation of certain systems 
from capital improvements because they cannot pay their 
way and extravagance on the others because, serving eco- 
nomically richer regions, they can always show some profits, 
will be corrected. Looking further ahead, railways will have 
to continue to improve their equipment and services, such 
as through the use of light-weight stock, low-alloy steels, 
new types of carriages and other products of scientific develop- 
ments, which contribute to the improvement of facilities, 
decrease of costs and reduction in rates, and thus fortify them- 
selves in the competitive struggle with road and air transport. 
The consolidation of railways will help them to carry out these 
measures effectively. In view of the consummation of com- 
plete state management of railways, the process of amalgama- 
tion presents fewer difficulties than might have appeared 
twenty years ago. 


FINANCIAL AUTONOMY UNDER THE RAILWAY OONVENTION 


The record of State management of railways since 1924 
has justified the wisdom of the policy underlying the Separation 
Convention. The grant of financial autonomy to railways, 
permitting them to manage their affairs as best they could 
subject to the obligations to the State being met—in respect 
f of the capital provided—not only enabled them to carry out 
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g 5: a systematic and continuous program of expansion and im- 
_ provements, but also to keep off political interference in the 


> 


details of administration. But the main reason for the adop- 
tion of the convention -was the fact that railways could not 


hope to get a square deal so long as they were dependent on 
the Finance Member and the vicissitudes of general finance. 
The separation of railway finance was meant to meet this 
criticism. The arrangement, as we have seen, worked satis- 
factorily till 1931, but since that year, though the forms have 
been observed, the financial autonomy of railways has ceased to 
exist. The attempted cancellation of the loans from the depre- 
ciation fund, the resort to the moratoria and the general policy of 
Government during the thirties paid scant respect to the prin- 
ciples of the convention. The separation of finance amounted 
to hardly more than a mere separation of the railway estimates 
and not the financial autonomy it was supposed to represent. 
The Finance Member, not the Railway Member, had the final 
word on the financial policy of the State-owned railways. 

It is thus clear that the convention failed to achieve the 
principal object for which it was adopted. The fact that 
the present arrangements rest only on a convention between 
the Assembly and the Government has exposed it to changes 
dictated by the exigencies of national finance, by expediency 
rather than principle. The constitutional position was not 
unfavourable to its successful working, for there could be 
no question of any party in power reversing the policy to 
serve any political interest. If the bureaucratic machinery , 
of the Government of India, entirely free from the influence 
of pressure groups, could not resist the temptation of weaken- 
ing the authority of the convention, the danger in the future ` 
with a Government dominated by important political groups 
in the country is even greater. The incorporation of the 
provisions of the convention in the Railways Act will afford 
a more effective safeguard to railways against similar inter- 
ference on the part of Government in future. 

The provisions of the convention also require revision. 
The working of the present convention was intended to be 
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si ewed after threo years but on one ground or another the 
_ question ` has been postponed from time to time.” It was 
taken up again in 1943 in earnest, but unfortunately the 
investigations required in connexion therewith could not be 
undertaken under war-time conditions, and consideration of all 
matters connected with the revision, with the solitary exception 
of the change in respect of the distribution of the surplus, had 
again to be abandoned for the duration.™® As a comprehensive 
review of all questions connected with the convention may be 
expected early in 1946, we may call attention to certain short- 
comings tending to weaken the present basis of railway finance. 
Among the various suggestions offered in the previous pages 
the most important is the fixation of the liability for the pay- 
ment of the interest charges on each railway administration. 
We have already seen the consequences of its omission on rail- 
way finance during 1924-37. <A grouping of railways, however, 
has to be effected as an essential preliminary step before the 
obligation is ascertained and imposed. When each system 
is assured of an adequate standard of net earnings, this 
obligation will not- impose, as it does at present on some 
railways, an undue burden. 

The payment of contributions to the State raises other 
important issues. It has been questioned on grounds of 
principle. The Acworth Committee, without wishing to ex- 
press a positive opinion, stated their view that ‘the only pay- 
ment by the railways to the general exchequer should be the 
interest at a fixed rate on the capital advanced.”** But the 
gain to the State from its railways. since 1905 had become so 
regular a feature as to be treated as an important source of 
revenue. The question of the payment to Government has 
cropped up again and again on occasions when railway and 


a 
—* 


— w A committee of the Central Assembly was actually appointed in 1028, but o 

to elections coming in, they became functus oficio. The question wor ee ava 
poned on account of constitutional discussions in tho following yea 

” The appointment of the Railway Convention Committee durin 4 the Budget sasasion 
1943 to examine the question of revising the terms of the convention is not referred to 
in the text. It arose out of the decision of Government to increase the share of surplus 
to the goneral revenues to Rs, 20 crores and still higher figuros sinco 1942. Although 
those eclopmonts do not come within the scope of the present work, it may be observed 
that * confirm the conclusions reached in the text, 
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general finances were alike adversely affected, and it was 


argued, as did the Hailey Committee, that it would be imprac- 
ticable to replace the railway source of revenue if surrendered 
for railway purposes. The same view was taken by the 
Meston Settlement, the Layton Report, the Round Table 
Conference and the Niemeyer formula. 


The justification for the extra payment, if needed, proceeds 


on the basis that it is only fair that the present surpluses of 
railways should be applied to reimburse the taxpayer for the 
losses borne by him on railway account in the past. Again 
it may be argued that the State, as the proprietor of the rail- 
ways and as the provider of their capital may surely ask for 
a share in the profits earned by them. It is not necessary 
for us to stop to examine whether it is right to discriminate 
between the taxpayer as the user of rail transport and the 
user as the taxpayer, or whether, from the point of view of 
the community as a whole, the choice, barring the incidence, 
matters very much—the choice between some taxation of 
railways and some on other items, and no taxation on railways 
and increased taxation on other items, It is, of course, sounder 
policy to have cheaper transport even at the cost of increased 
general taxation, 

The practice in certain foreign countries lends support 
to the claim of the Government of India. Where railways 
are private undertakings, corporation income taxes or local 
rates are levied. In 1937, the American railways paid 7°9 
per cent of their total gross income to the Federal Govern- 
ment. In Great Britain the burden of taxation on railways 
has been a complaint of long standing. On the French and 
Italian railways there were before the World War II special 
taxes on the transport of passengers, luggage and goods. 
German railways used to pay a contribution of Rm 70 million 
to the State even in years of deficits.* 

The danger of the State appropriating, as it did in the 
past, too large a proportion of the surplus earnings and leaving 


#2 For further information, see ‘Charges on operating income” by the present writer, 
: te 
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too too little for the essential requirements of railways was once 


nd - for all removed by the convention. The institution of 
© depreciation fund, the provision for a reserve fund, and 


othor financial refinements had the effect of narrowing the 
3 margin of the distributable surplus, and when all the legitimate 
charges on the net income have been met, the case for pay- 


ment to the State of a share of the residue is strengthened. 
But the suspension of the contribution for six years continu- 
ously and the balancing of the general budget during the 
depression period disproved the view that it was an irreplaceable 
source of revenue. This fact, combined with the uncertain 
future as it appeared in 1937, led the Wedgwood Committee 
to argue that ‘the railways, while they should be expected 
to maintain full solvency, should not be regarded as a possible > 
source from which contributions to the general revenue might 
be derived.’*** The prospect of an early return to the pre- 
depression levels appeared remote and the outlook was too 
dismal for any other decision to be adopted. But the pessi- 
mism was effectively dispelled by the spectacular, albeit war- 
time, increases, which enabled the full discharge of the past 
liabilities and substantial payments to the State. The growing 
demands on public income, central and provincial, render 
the abandonment of any existing source of revenue difficult. 
The idea of the contribution from the railways is thus too 


deeply entrenched in the financial system of the country to 
be given up. 


The rate of ——— according to the ~terms of the 
convention—one per cent of capital—was considered fair at 
the time it was fixed. It was only during the period of the 
deficits that the equity of this payment was questioned. The 
continued decline in the average rate of interest since 1931 
has yielded some relief to railways. The total payment taking 
the interest charges and the contribution together compares 
favourably with the standard return assumed in the British 
Railways Act, and the ‘fair return’ referred to in the American 


™ Wedgwood Committee Report, para 213, p. 129, 
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Transportation Act, 1920.% But the precise rate of con- 
tribution should not create any difficulty and could, if ex- 
cessive, be reduced. The Government of India Act, 1935, 
has left it to be reviewed from time to time by the Federal 
Government.” But too frequent a variation should be 


avoided as being undesirable both for railway and general 


finance. 


It appears to be necessary to include the contribation 
also as a definite liability on each railway system as regrouped, 
This will offer each system the minimum standard of operat- 
ing results to which it will have to conform. The task of 
the controlling authority in enforcing it will also be less diffi- 
cult. When these systems manage their affairs satisfactorily, 
meeting all their expenses, interest charges and contribution, 
there will arise hardly any occasion for the State to disturb 
the arrangements designed to confer financial responsibility 
on the State-owned railways. The enlarged systems with 
their improved financial stability will be free to strive for 
increased efficiency and to initiate reforms which cannot be 
undertaken now on financial and other grounds. The rail- 
ways will then have a real incentive not only to maintain the 
standard but also to improve upon their unique record in the 
past as the principal inland transport undertaking in the 
country. | 


t According to the decisions of the Interstate Commerce Commission, the ‘fair return’ 
has varied from 6 to 7 per cont. 
s Government of India Act, 1935, Section 156(3). For a fuller discussion of tho 
—* of tho contribution, seo ‘Federal Finance and the Future of Railway Contri- 
' by the present writer, Railway Accounts & Finance, Vol. IV, pp. 65-77. 





Arrenprx A 
RESOLUTION ON THE SEPARATION OF RAILWAY FINANCE 


The text of the resolution on the separation of railway from general finances, 


adopted by the Legislative Assembly on 20 September 1924, is as follows : 


This Assembly recommends to the Governor-General-in-Council that in order 
to relieve the eral budget from the violent fluctuations caused by the 
incorporation therein of the railway estimates and to enable railways to carry 
out a continuous railway policy based on the necessity of making a definite 
return to general revenues on the money expended by the State on Railways 

(1) The railway finances shall be separated from the general finances of the 
country and the general revenues shall receive a definite annual contribution 
from railways which shall be the first charge on the net receipts of railways. 

(2) The contribution shall be based on the capital at — and work- 
ing results of commercial lines, and shall be a sum equal to one per cent 
on the capital at charge of commercial lines (excluding capital contributed 
by companies and Indian States) at the end of the penultimate financial 
year plus one-fifth of any surplus profits remaining after payment of this 
fixed return, subject to the condition that, if in any year railway revenues are 
insufficient to provide the percentage of one per cent on the capital at charge 
surplus profits in the next or subsequent years will not be deemed to have 
accrued for purposes of division until sich deficiency has been made good. 

The interest on the capital at charge of, and the loss in working, strategic 
lines shall be borne by general revenues and shall consequently be deducted 
from the contribution so calculated in order to arrive at the net amount 
payable from railway to general revenues each year. 

(3) Any surplus remaining after this payment to general revenues shall 
be transferred to a railway reserve ; provided that if the amount available 
for transfer to the railway reserve exceeds in any year three crores of rupees 
only two-thirds of the excess over three crores shall be transferred to the 
railway reserve and the remaining one-third shall accrue to general revenues. 

(4) The railway reserve shall be used to secure the payment of the 
annual contribution to general revenues; to providg if necessary, for 
arrears of depreciation and for writing down an writing off capital; and 
to strengthen the financial position of railways in order that the services 
ren to the public may be improved and rates may be reduced. 

(5) The railway administration shall be entitled, subject to such con- 
ditions as may be prescribed by the Government of India, to borrow tem- 
porarily from the capital or from the reserves for the purpose of meeting 
e ture for which there is.no provision or insufficient provision in the 
revenue budget subject to the obligation to make repayment of such borrow- 
ings out of the revenue budgets of subsequent years. — 

_(6) A Standing Finance Committee for Railways shall be constituted 
consisting of one nominated official member of the ene Assembly 
who should be chairman and eleven members elected by the Legislative 
Assembly from their body. The members of the Standing Finance Com- 
mittee for Railways shall be ex-officio members of the Central Advisory 
Council, which shall consist, in addition, of not more than one further 
nominated official member, six non-official members selected from a panel 
of eight elected by the Council of State from their body and six non-official 
members selected from a panel of eight elected by the Legislative Assembly 
from their body. ; é 

The Railway Department shall place the estimate of railway expendi- 
ture before the Standing Finance Committee for Railways on some date 


oo 





| prior to the date for the discussion of*the demand for grants for railways 
and shall, as far as possible, instead of the expenditure program revenue 

-~ show the expenditure under a depreciation fund created as per the new 
rules for charge to capital and revenue. 

(7) The railway budget shall be presented to the Legislative Assembly 
if possible in advance of the general budget and i ae days shall be 
allotted for its discussion, and the Member in charge of Railways shall then 
make a general statement on railway accounts and working. The ex- 
penditure proposed in the railway budget, including expenditure from 
the depreciation fund and the railway reserve, shall be placed before the 

islative Assembly in the form of demands for grants. The form the 
budget shall take after separation, the detail it shall give and the number 
of demands for grants into which the total vote shall be divided shall be 
considered by the Railway Board in consultation with the proposed Stand- 
ing Finance Committee for Railways with a view to the introduction of 
improvements in time for the next budget, if possible. 
(8) These arrangements shall be subjected to periodic revision but 
shall be provisionally tried for at least three years. 
~ (9) «In view of the fact that the Assembly adheres to the resolution passed 
in February 1923, in favour of state management of Indian railways, these 
arrangements shall hold good only so long as the East Indian Railway 
and the Great Indian Peninsula Railway and existing state-managed rail- 
ways remain under state management, But if in spite of the Assembly's 
resolution above referred to Goveguament should enter on any negotiations 
for the transfer of any of the above railways to company management 
such negotiations shall not be concluded until facilities have been given 
for a discussion of the whole matter in the Assembly. If any contract 
for the transfer of any of the above railways to company management is 
concluded against the advice of the Assembly, the Assembly will be at 
liberty to terminate the arrangements in this Resolution. 
Apart from the above convention, this Assembly further recommends— 
(t) that the railway services should be rapidly Indianized, and further 
that Indians should be appointed as Members of the Railway Board 
as early as possible, and 

(ii) that the purchases of stores for the State railways should be under- 

taken through the organization of the Stores Purchase Department 
of the Government of India. j 


CONVENTION RESOLUTION OF 1943 


* 

That whereas it has been found that the Convention which was adopted under the 
Assembly Resolution, dated 20 September 1924, and which was inte to relieve the 
general budget from violent fluctuations caused by tho incorporation therein of the rail- 
way estimates and to enable railways to carry on a continuous railway policy based on 
the necessity of making a definite return to general revenues on the money exponded by 
the State has not achieved these objects, this Assembly recommends to the Governor- 
General-in- Council, thiit : , 

(i) for the year 1042-3, a sum of Rs. 2,35,32 thousand shall be d to general revenues 
over and above the current and arrear contribution duo the convention, 
ist) from l April 1943, so much of the convention as provides for tho contribution 


t 
| | goneral 
shall be decided oach yoar on consideration of the needs of tho railways and 
general revenues, tho loss, if any, on strategio lines boing recovered from general revenues, 





APPENDIX B 


LIST OF MORE IMPORTANT WORKS COSTING . 
RS. 20 LAKHS OR MORE 


(Rs. in lakhs) 


Name of project 
Rs. 


(i) Doubling, strengthening, ete. 


Pyu-Kyungaon, doubling Burma 35-15 
taza-Pyu, doubling — 41°65 
South Karanpura Railway. E.I. 48°67 
Bermo-Dunea section * 49°40 
Grand Chord, doubling y 110:49 
_ Goilkera-Manharpur B.N: 47°63 
Grant Road-Bandra B.B.&C.I. 71-11 
Bandra-Borivli : pA 79°34 
Bandhua-Gaya E.I, 33°44 
Benares-Lucknow, relay- l 
ing and re-sleepering * 23°85 
Grand Chord (M.G.) 5 110:49 
Sholapur-Wadi, relaying G.I.P. 22°71 
‘Multan division, sleepers N.W. 45°84 
Cawnpore-Tundla EI. 92°94 
Itarsi-Agra, relaying G.LP 165-19 
Erode Branch conversion S.I. 46°55 


(ii) Strengthening of bridges 


Upper Sone bridge, 2nd track 45°42 
Reconstruction of Nerbudda bridge 31-53 
Nerbudda, rebuilding 104-20 
Bassein bridge rebuilding 115-18 
Roopnarain 36°72 

fardi bridge protection 116-26 
Ring bund extension at Sara 30°16 
Lower Sone bridge, regirdering : * 


Jumna bridge, regirdering 


(iit) Stations, terminals, traffic facilities, marshalling 


“Ahmedabad yard remodelling 86°29 
Nagpur remodelling 85°55 
Parbatipur remodelling 25°76 
Belur store yard 21-42 
Lucknow remodelling — 56°60 
Mazgaon remodelling 39°08 
Dhond remodelling, running shed 20°73 

- Poona 37°90 
Bhore Ghat | 43°88 
Rawalpindi, remodelling traffic yard * mh 


New interchange station, N.W.Ry. 


38°29 
33°17 
76775 
55°79 
34°42 
63°68 
20°84 
17:51 
14-72 


4-70 
85-55 
25°51 
341 
45°50 
38°83 
0-70 
3447 
38.31 
25°91 
51°47 


Estimate sng ge Date 


31-3-29 C 
31-3-31 C 
31-3-29 C 
'» C 
31-3-30 C 
31-3-31 C 
5# I.P. 
— EE: 
i LP. 
LE. 
- 5 
» C 
» N.C. 
,» I.P. 
31-3-36 I.P. 
* Le 
'» C 
3141-3-31 C 
i N.C. 
31-3-36 C 
31-3-34 C 
31-3-36 C 
E C 
* C 
31-3-34 C 
7 C 
yards, etc. 
31-3-29 C 
ae C 
31-3-31 C 
.> GE 
+ C 
Ff C 
r: 5 
= N.C. 
T | 
31-3-31 I.P. 
C. 





Madras : 
Erode remodelling 52-11 
Delhi new interchange station 53°36 


(iv) Workshops — 


Mytinge wagon shops extension and 22°72 
—— 
Dohad loco shops | 140°58 
Dohad loco scheme—D 142°58 

> + —E 31:99 

” ” — 48°29 
Kanchrapara loco shop remodelling 50°24 
Charbagh loco shop extension 42°08 
Perambur shops remodelling 280° 16 
Central workshop and town, Trichy 331-14 
Jamalpur workshop, remodelling 31°89 


(v) Electrification 


Churchgate to Borivli 209°23 
Main line electrification, G.I.P. 509-48 
Chola power house 131:52 
————— electrification, G.I.P. 258°99 
Madras suburban electrification 71:57 


(vi) Staff Quarters 


Model Colony, Kanchrapara 43°27 
European and Indian quarters, Howrah 52°86 


(vii) Miscellaneous 


Talcher colliery development 20°94 
Bhurkunda colliery 60-12 
Sawang colliery development 22°03 


C—Comploted. N.C.—Not completed. S—Suspended. I.P.—In progress. 


N.Cn.—Nearing completion. P—Postponed., 


up to 
31-3-31 
$1-3-34 
31-3-36 
31-38-34 


31-3-36 


s? 


313-34 


31-3-29 


31-3-34 
31-3-35 


31-3-36 
31-3-35 
31-3-34 
31-3-35 


31-3-36 


31-34-34 
31-3-36 
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N.Cn. 
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Note.—The actual — in the caso of several of the works — ——— 
rom. oars, o figures 


1931-0 has been taken 

= tho ist. venta and 
om t depreciation 

additional capital expenditure. 


the A 


priation Accounts for those 4 igt 
ndituros for tho years prior to 1929-30 include appropriations 
The figures for the subsequent years indicate only the 
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1. 1924-31 l 
Project Date of Date of Cost l 
; sanction opening Rs in lakhs 
Moulmein- Ye Burma 1922 16-4-25 92-68 
Alon-Segyi si 11-5-22 10-6-23 14-44 
Segyi-Ye-U set) 8 + 17-26 13°84 
Pegu-Kayan * 16-1-24 15-1-27 54°29 
Sibsagar Road-Khawang A.B 5-2-24 10-11-27 31°96 
Furkating-Badulipara-Jorhat x 14-4-25 1-8-28 31°61 
Raipur-Parbatipur B.N. 16-4-25 31-3-31 489-67 
Dindigul-Pollachi S.I. 28-4-25 19-11-28 87°82 
Villupuram-Trichinopoly Chord * 19-6-25 1-2-29 205-28 
Calcutta-Chord Railway E.I. 23-7-25 31-1-31 319°97 
Tumsar-Tirodi B.N. 11-7-25 15-2-30 4502 
Hotgi-Sholapur M.&S.M. 3-12-25 15-5-27 7:89 
Gudivada-Bhimavaram * 17-12-25 17-9-28 40°81 
Nidadavolu-Narsapur * ex 3-2-29 69°73 
Madura-Bodinayakanur S.I. 28-12-25 20-11-28 55°30 
Agra-Bah Railway G.L.P. 29-12-25 10-4-29 28°73 
nay, ge — Valley A.B. 14-1-26 1-1-29 32°24 
Kyan- ‘hon Burma 26-1-26 15-12-28 14°31 
Dinapur-Ruhea E.B. 29-1-26 10-4-29 32°93 
Kangra Valley N.W. 1-2-26 1-4-29 295-65 
Amritsar-Narowal * 27-2-26 6-5-29 61-97 
Shahdara-Narowal a 5-3-26 22-12-26 28°16 
Samni-Dahej B.B.&C.1. 31-3-26 1-3-30 9°37 
Lyallpur-Jaranwala : 20-8-2686 3-12-27 15°40 
Jassar-Shakargash Chak Amru iy 19-8-26 21-12-27 16-01 
Rohtak-Gohana-Panipat * 20-8-26 15-5-28 25°54 
Dhamuah-Lakshmikantapur E.B. 12-1-27 15-12-28 40°34 
Kushab-Chak Jumra N.W. 21-2/4-27 21-1-28 149°50 
Virudhanagar-Tenkasi S.I. 10-3-27 30-6-27 70°46 
Pyinmana-Taungdwingyi Burma 20-5-27 10-3-30 70:94 
Lucknow-Sultanpur a E-I. 11-8-27 22.3-31 L18119 
Unao-Madhoganj = 11-8-27 21-12-30 31°40 
Muazampur-Narain yi * 5-1-30 24°51 
Boriavi-Vadtal B.B.&C.T 16-8-27 1S-4-20 2-17 
Purnea-Murliganj E.B. 16-8-27 1-10-29 30-96 
Habiganj-Shaistaganj ie 16-9-27 1-11-28 8-56 
Qilla Saifulla Fort Sandeman N.W. 1686-8-27 15-7-29 56:50 
extension . 
Manamadura Railway S.I. 18-8-27 1-7-30 114-09 
Abdulpur Nawabganj E.B. 12-10-27 11-2-30 84:39 
Darwha-Pusad G.LP 20-9-27 1931 32-73 
Feni-Belonia E.B. 8-12-27 1-12-29 13:52 
Vasad-Katana B.B.&C.I. 14-12-27 1-9-30 20-61 
Batala-Butari N.W. 5-1-28 20-12-28 9118 
Kalukhali-Bhateapara E.B. 10-1-28 1-12-31 57°02 
Salem-Attur-Vridhhachalam — S.I. 14-1-28 3-2-31 88-14 


10-6-31 45°25 | 
1931-2 51°79 

1932 8915 
12-1-31 23°63 





15%, com- 37°26 
: | pleted 
S. Section only 
2. 1930-6 —- 


Lines opened during 1930-1 





Railway Milage 
Dhing Bazar Mairabari A.B. 3 
Jemadipeta-Royaghada aaa a 9 
Harishankar -Titilagarh * 35 
Rayaghada-Tharuvalli ‘i 12 
Mashrak Thawe B.&N.W. 40 
Vasad Katana B.B.&0.I. 27 
aes o-Kyaukpadaung Burma 11 
oganj E.I 48 
OLO. Railway * 15 
Mahrabpur-Padidan N.W. AA 
Pudukottai-Manamadura S.I. 60 304 
. Lines opened during 1931-2 
Chittagong-Dohazari A.B 25 « 
r g r ae (part) B.N. 74 
Kalukhali-Bhateapara E.B. 53 
Darhwa-Pusad G.I.P. 43 
Shahpur City-Khushal N.W 6 
Chiniot-Chinnikhichi * 3 
“ Kalabagh Bridge 2 
Sakrand-Tharushah = 66 
Tando Adam-Nawabshah E 54 
Chinnasalem-Vriddhachalam S.I. 32 
Pollachi-Palghat — 33 
— 396 
Lines opened during 1932-3 
Lucknow-Sultanpur-Zafarabad (last section) E.I.. 57 
Tangla-Belsiri Rangapara E.B. 
fe. — 110 
- Lines opened during 1933-4 
—— Badge at Sagaing with its — * 


| es 


3 





+ * 





Arrenprx D 


NET EARNINGS OF NEW LINES OPENED AFTER 1 OCTOBER 1927 
DURING THE FINANCIAL YEAR, 1935-6* 


Net income 


B.—Broad gauge. M.—Motre ga 
| 7 yr Debates, Vol. 


percentage return of 
y 


* 
opening as estimated original . 


. N.— Narrow ga 
IV, No. 1, 23 A 
income on capital outlay some vears after 


| 1935-6 Percentage return 
Name of project Milage Gauge (in 000s) 1935-6 estimated= 
A.B. È 
Chittagong-Nazarhat 22:97 M — 23 102 -8:50 
Chittagong-Dohazari 25°05 = — 100 — 191 8°50 
Feni-Bolonia 16°58 ‘9 — 33 — 2°34 5:80 
Furkating-Baduli-Jorhat e: — 94 — 273 7:00 
Karimganj-Longai Valley 39°45 ss — 91 — 261 550 
Netrokona-Mohanganj L755 - ss — 18 — 086 960 
Shaistaganj-Habiganj Bhalla 2529 ,, — 30 = 140 647 
Senchoa-Mairabari -, 30:25 31 136 13-00 
Sibsagar Road-Khowang S870 ss 42 1:20 00 
B. & N.W. 
Mashrak-Thawe Extension 30:32 * 69 291 6°00 
B.N. 
Raipur-Parvatipuram 24000 B 4,569 8:88 540 
B.B.&C.L. 
Boriavi-Vadtal 371 B — 6 — 265 500 
Jambusar-Kavi 17:87 N 19 244 800 
Samni-Dahej 24:72 * — 16 — 156 890 « 
Vasad-Katana 26°61 B 164 7°60 8:00 
Burma 
Heho-Shweryaung 11:25 M 8 026 600 
Kayan-Thon 10:80 „{ 8 0:55 10°75 
Myingyan-Paleik 68°86 _,, 137 t89 550 
Ny: bin-Madauk 11:06 * 110 823 3°37 
Ta wingyi-Kyaukpadaung 71°82 ,, 192 L74 600 
E.B. 
Abdulpur-Nawabganj 5715 B œ 167 1:85 6°20 
Baruipur- ikantapur 23°26 ,, 107 255 700 
Dinajpur-Ruhea 4780 M 312 916 6°50 
i Kalivhali-Bhateapara 5349 B 52 oss 5°00 
Purnea-Murligan) 51:98 M 311 962 6:50 
Tangla-Rangapara 52:50 bò 311 5:92 0°68 


uge. 
ugust 1937, pp. 162-7. 
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ailway 8:50 
Chandpur-Bijnor Muazzampur 37°00 
= Daltonganj-Baraka 115-00 
Lucknow-Sultanpur 136-00 
Unao-Madhoganj 48°00 
G.L.P. 
Agra-Bah 43°00 
Darwha-Pusad 42°65 . 
M.&S.M. 
Cocoanada-Kotipalli 27°38 
Guntur-Macherla 79:83 
Gudivada-Bhimavaram 40°60 
Nidadavolu-Narsapur 47-16 
Annivihalli-Swamihalli 11-74 
N.W. 
Amritsar-Narowal 39°11 
Batala- Beas 12-04 
Chak-Jumra-Kushab 70°47 
Jassar Shakargarh Chak Amru 25°07 
Lyallpur-Jaranwala 20°75 
htak-Gohana-Panipat 44°01 
Shahdara-Narowal 48°33 
Sind Left Bank Feeders Rys. 164°49 
Kangra-Valley 102-99 
S.I. 
Cuddalur-Vridhhachalam 35°59 
Dindigul-Pollachi 75°10 
Madura-Bodinayakanur 55°94 
Pollachi-Palghat 33°45 
Salem Mettur Dam , 23°20 
Salem-Attur-Vriddhachalam 82°53 
Shornur-Nilambur 11°35 
Villupuram-Trichinipoly 109-00 
Trichinopoly-Manamadura 94:22 


:ggaw i 


Net income | 
* 1935-6 Percentage return 
Milage Gauge (Rs. in 000s) 1935-6 estimated 


343 
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287 
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APPENDIX E 
DEPRECIATION FUND COMMITTEE, 1922-3 , 


The committee, known as the Depreciation Fund Committee, 1922-3, 
comprised the following members: Mr. J. R. Smellie, — Locomotive 
Superinterdent, North Western Railway, Chairman; and Mr. N. Pierce, 
Executive Engineer, Eastern Bengal Railway, and Mr. A. M. Hayman, Deputy 
Accountant-General, as members. The terms of reference were : 

I To enquire into the question of the provision necessary on each rail- 
way to make good annual depreciation of wasting capital assets and to suggest 

(a) the amount which is necessary to provide as normal depreciation 
in respect of those assets as they existed on 31 March 1922 

(b) the principles for the calculation of annual depreciation which 
must be provided in respect of the various classes of assets 
acquired or which may be acquired after that date 

(c) the amount which it is necessary should be provided temporarily 
in addition to that referred to in sub-clause (a) above, to make 
good arrears of depreciation on the assumption that this will 

be effected in a period of 5 or 10 years 

IL To suggest the methods which should be adopted for the formation 
and working of a ‘Depreciation Fund’ on each railway to be maintained from 
the proceeds of the amounts of depreciation arrived at in accordance with 


clause I above. 
The principal recommendations of the committee were : 
I t the provision for annual depreciation in respect of the wasting 


capital assets as they stood on 31 March 1922 should be Rs. 12,25,67,231. 

Il(2) That the annual normal depreciation of the wasting capital 
assets of the railways as they stood on 31 March 1922, be calculated on 
the factors (1) the estimated economic or functional life of each class of 
assets, and (2) of replacement prices; and on the assumption that an equal 
part of the economic life of an asset expires each year. 

(b) That the annual normal depreciation on capital outlay invested 
in the acquisition of assets after 31 March 1922, be calculated according 
to the following basis : . 


A. Inthe case of capital outlay on new lines 
Commencing from date of opening to traffic 
0.5 


Ist-5th year * per cent of total capital outlay on wasting 
eapital asset at the end of 


f 


each year 
6th-l10th x l per cent ditto 
LLth-25th i 15 # per cent ditto 
' 25th-40th AS 2 per cent ditto 
Thereafter 2 per cent such capital outlay at the end 


of the 40th year with one 
per cent on all further capital 
outlay on the wasting capital 
assets, 


B. In the case of capital oulay on existing lines 


A rate of one per cent per annum on all additional capital outlay. This 
rate will be fo suitable and equitable for many years to come. 













That the amount of arrear renewals and replacements on 31 

922, is Rs. 19,95,08,100, which would require annual expenditure 

01,620, and Rs. 1,99,50,810, respectively, if the arrears are to 

tak oe or. 10 years. ) 

IV That the ation fund for each railway take the form of a 

— Poems in the deposit section of the accounts, the amount at 
i 


{4 

"S A 
Ea 

. 









edit of. the account bearing interest and being available to be drawn 
upon at any time by the railway administration-in the same way as if it 
had been separately invested by the railway. 

That the money required to overtake arrear renewals and replacements 

be eo. from borrowings repayable from revenue on an annuity basis, 

: That definite rules be laid down prescribing exactly what classes 
of expenditure are on renewals and replacements (depreciation) account. 

i That certain minor alterations be made in the classification of 
capital and revenue expenditure. 

z VIL That all future capital outlay on plant—construction—be appor- 
tioned as a part of the cost of the wasting capital assets for which the plant 
is obtained. — 

VIIL That all expenditure on loose hand tools, except that inourred 
on first equipment should be charged to ordinary working expenses. 
The minor alterations referréd to in VI above were explained by the 
committee as follows. They recommended that in the classification of capital 
outlay, the excess of expenditure on steel work on bridges and sleepers should 
be separately recorded; that the classification of the revenue accounts of 
railways should be so revised as to exhibit separately and distinctly expen- 
diture incurred in making good depreciation of wasting capital assets; and 
that expenditure classified as renewal and replacements chargeable to the 
depreciation fund and classified as ordinary maintenance and repairs charge- 
able —— the grant for ordinary working expenses should be clearly and 
precisely defined. (Paras 37 and 66). 











KE = — - 1 


(ied 3 Te ; É APPENDIX F 
jt -STATISTICAL STATEMENTS — 


= 


I. FINANCIAL RESULTS OF WORKING THE STATE-OWNED 
: -RAILWAYS* | — 


——— — WORKED LINES) 


ae) 


*Sourco: Railway Bu 
Includes the figuros o 
t Lucknow-Bareilly. 


tthe Ó. 


mt R. Railway for 1924-5, 


(1) Gross traffic receipts 
: (In lakhs of rupees) 
Railways 1924-5 1925-6 1926-7 1927-8 1928-9. 1929-30 2 
vorago 
State-rmanaged 
Burma os 429 493 461 503 495 487 478 
E.B. .. 592 629 672 700 TOs 673- 662 
E.I.t .. 2061 1972 1966 2043 2031 1985 2010 
G.I.P. — 1516 1463 1470 1509 1530 1458 1491 
N.W.Com. oe 1613 1370 1404 1489 1423 1439 1440 
v Oat. * 100 164 153 160 167 159 160 
Company-managed | 
A.B. > 144 164 176 205 207 205 183 
B.N. — 835 820 916 912 931 876 817 
B.B.&C.1. r 1233 1214 1126 1134 1186 1152 1174 
odhpur .. 29 26 21 25 21 25 24 
Luck-Bar.f os 36 37 36 40 36 36 37 
M.&8.M. es 791 814 812 864 920 898 850 
S.I. -s 515 544 549 580 563 633 564 
Tirhoot - 147 156 170 167 170 174 164 
Othors —* 9 10 6 8 I 15 9 
TOTAL sa 10013 9894 9842 10342 10373 10270 10122 
Railways 1930-1 1931-2 1932-3 1933-4 1934-5 1930-5 1935-6 1936-7 
Average 
Burma ~ 428 374 333 357 372 373 361 370 
E.B. 586 505 401 507 543 526 625 574 
E.I. 1824 1736 1727 1763 1871 1784 1863 1044 
G.LP. 1333 1192 1195 1221 1217 1232 1241 1327 
N.W.Corm. 1498 1334 1273 1323 1387 1363 1416 1562 
» Str. 148 132 123 123 123 130 126 138 
Company-managed 
A.B. 196 184 156 160 180 175 160 168 
B.N. ` 817 724 691 739 795 753 R64 839 
BBAGI. 1000 1030 1017 1061 1107 LOGI 1108 1189 
Jodhpur 23 18 23 25 28 23 38 37 
Luck-Bar,t 36 35 36 36 37 36 38 40 
M.&5.M. 798 715 686 0S4 672 707 54 668 
8,1, 580 530 551 514 524 540 499 512 
Tirhoot 140 141 148 138 152 LH 160 169 
Othors 13 13 13 12 12 13 12 12 
TOTAL 9510 8663 8443 8663, 9020 8860 9065 9549 





és 347 383 363 373 
Ay Yosa 10l 991 985 
a 905 * 88L 819 
.. 746 700 774 798 
* 156 145 152 158 
— 82 83 89 97 
es 473 451 44 504 
os 501 624 605 584 
oe 17 17 16 15 
4 12 13 16 15 
oe 363 387 395 394 
aya 260 269 255 260 
ee 36 44 57 59 
i3 5 5 il =i 
Fà 5165 5299 5289 5306 
Railways 1930-1 1931-2 1932-3 1933-4 1934-5 
Average 
State-managed 
Burma 230 233 220 227 -230 
E.B. 374 329 324 336 345 
— 995 902 917 922 931 
GLP. B57 713 721 713 688 
N.W.Com. 903 774 737 772 781 
p Stie. 176 138 >` 146 142 147 
Company-manajed 
A.B. Lil 109 103 108 117 
502 483 489 494 513 
B.B.&C.I. 496 550 548 528 549 
pur 15 15 15 18 1s 
Luck.-Bar.f 23 16 16 16 15 
S.M. 375 340 330 339 347 
8.1. 273 263 277 271 273 
98 56 ot 57 o8 
; 11 10 4 z 7 
 Poran 5439 4931 4908 4950 5027 


* Includes the of the O. & R. Railway for 1924-5, 
—— — ae os 





(In lakhs of rupees) 
1928-9 1929-30 1924-30 
28-4 * 


102 113 gå 

-- 611 551 494 
608 607 603 
— 17 17 
l4 15 14 
399 395 389 
283 279 264 
51 52 50 

2 16 6 


1930-5 1935-6 1936-7 


793 772 173 
150 152 143 
110 113 110 
496 552 (637 
539 560 

16 19 20 
17 16 15 
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(3) Total working expenses 


(In lakh of rupees) 
Railways 1924-5 1925-6 1026-7 1927-8 1928-9 1929-30 1 
State-managed 
Burma ae 260 275 283 294 322 305 
E.B. * 419 459 440 453 471 
E.I.’ * 1255 1203 1190 1192 1217 1242 
G.L.P. = 940 1051 1033 O77 1004 1020 
W. — 918 S88 949 990 1001 10604 
» Str. és 196 180 187 195 199 209 
Company-managed 
A.B. — 106 107 113 121 127 140 
B.N. ss 576 591 558 621 629 675 
B.B.&0.I. oe 698 7a4 721 708 738 740 
Jodhpur 3H 18 18 17 17 19 19 
Luck.-Bar.t ws 17 18 21 19 19 20 
> 434 461 477 475 486 485 
S.I. + 307 316 305 313 323 344 
Tirhoot os 51 60 71 74 66 68 
Others ee 5 5 13 — 4 3 16 
"TOTAL cn 6200 6366 6378 SH 6622 6818 
Railwaya 1930-1 1931-2 1932-3 19033-4 1934-5 1930-5 1935-6 
= Average 
State-managed > 
Burma 282 286 274 282 284 282 284 
E.B. 466 425 422 433 442 438 450 
Ar pi 1224 1137 1152 1161 1171 1169 1177 
G.I.P. 1046 907 919 907 890 934 892 
N.W.Com. 1129 1007 985 1001 101G 1028 960 
s Str. 219 181 190 185 190 193 209 
Company- -managed 
A.B. ! 140 140 135 139 149 141 153 
J. 633 617 628 632 652 632 681 
B.B.&C.I. 630 689 637 667 G87 672 666 
pur 18 17 16 21 21 18 21 
Luck.-Bar.f 28 20 20 20 19 2] H) 
M:.&S.M. 463 420 420 429 438 436 444 
342 338 355 345 351 347 353 
Tirhoot 114 72 77 73 31 83 86 
Othora 12 ll 5 8 ~ 9 16 
Toran 6746 6277 6285 6306 6399 6403 6412 


* Includes the figures of the O, & R. Railway for 1924-6, 
t Lucknow-Bareilly. 


H0O—1514B 


473 


924-30 
Average 


1936-7 


>. 
ąĄ+. 
2* 
— * 
“<= 


Company-managed 
A.B. = 
B.N. X 
B.B.&C.1. ae 
Jodh ae 
Luck.-Bar,+ i 
M.&5.M. S 
5.1. ee 
Tirhoot * 
ToraL ss 
Railways 1930-1 
State-managed 
Burma 146 
E.B. 120 
B.L 600 
G.LP. 287 
N.W.Com. 369 
» Str. —7l 
Company-managed 
A.B. 56 
B.N. 184 
B.B.&C.I. soo 
J 
Luck -Bar.t » 
M.&5.M. 335 
S.I. 238 
Tirhoot 26 
Others 1 
TOTAL 2764 
* Includes the 


= ¢ Lucknow- ys 












ros of tho O, & R. Railway for 1924-5, 


e 


9* — 27 x 
PR ERE be AE 
_ APPENDIX F 
vi ; aS T oa- 
(4) Net receipts 
pez l 
= (In lakhs of rupees) 
= 1924-5 1925-6 1926-7 1927-8 1928-9 1929.30 1924-30 
Average 
169 218 178 209 173 182 188 
173 170 232 248 234 202 210 
806 769 776 851 814 743 793 
576 412 437 532 526 438 487 
595 482 455 499 422 375 472 
—36 -16 -3% —35 —32 -—-50 -M 
38 57 63 84 80 65 64 
262 247 262 295 283 256 268 
535 480 405 426 448 412 451 
il 8 4 8 2 6 6 
19 19 15 21 17 16 18 
357 353 335 389 434 413 380 
208 228 244 267 240 289 246 
96 96 99 93 104 106 99 
4 5 — 12 6 =} 3 
$813 3528 3464 3899 3751 3452 3651 
1931-2 1932-3 1933-4 1934-5 1930-35 1935-6 1936-7 
Avorago 
88 59 >- 75 as 91 17 105 
80 -> 69 74 101 88 75 117 
599 575 602 700 615: 686 766 
285 276 314 327 298 349 469 
327 288 322 371 335 456 601 
—49 —67 —-682 —67 -03 —83 -—62 
44 21 21 31 34 7 18 
107 63 107 143 121 183 172 
$41 330 394 420 389 442 506 
I 7 4 7 5 17 15 
15 16 16 18 15 18 21 
285 246 255 234 271 210 242 
192 196 166 173 193 146 165 
69 71 65 71 61 14 80 
2 5 4 4 4 —4 —4 
2386 2158 2357 2621 2457 2653 3211 
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(5) Profit or loss - 


(In lakhs of rupees) ” 
Railways 1924-5 1925-6 1926-7 1927-8 1928-9 1929-30 1924- 
f Average 
State-managed 
Burma A 42 81 24 61 4 4 36 
E.B. Sik 16 19 70 80 54 16 41 
E.1L.* * 289 280 267 319 244 161 260 
G.L.P. ee 242 47 71 141 108 8 103 
N.W.Com, as 287 176 121 123 9 — 4 109 
» Str. => — 159 —147 — 165 — 168 — 174 — 190 — 167 
Company-managed 
B.B.&C.I. A 292 220 142 158 164 111 181 
M. S. M. 111 85 63 104 138 98 
S.I - 97 113 120 125 Sl 113 108 
Tirhoot ma 63 60 68 56 66 65 63 
Othera & Misc = 61 48 14 88 135 190 90 
TOTAL b 1316 928 750 LOSS 781 404 877 
Railways 1930-1 1931-2 1932-3 1933-4 1934-5 1930-5 1935-6 1936-7 
Averago 
State-managed 
Burma — 44 —73 —75 — Fl —56 — 6t — 68 — 36 
E.B. — 79 — 123 — 128 — 125 — 93 —110 — J I8 — 79 
E.L. — ] 8 — 24 — 13 37 lid 19 104 175 
N.W.Com, —117 — 158 —178 — 136 — 70 — 132 24 153 
oe Sbr, — 217 — 199 — 209 — 203 — 203 — 206 —210 — 196 
Company-managed 
A.B. — 39 — 52 — T4 — 73 — 60 — 60 — 84 — 75 
— — 199 — 248 —280 —227 — 186 — 228 — 138 — 152 
B.B.&0.I. 45 41 100 128 72 156 216 
—1 —3 3 1 3 l 13 10 
r 1 14 —19 — -4 — 26 — T — 35 — 3 
S.I. 31 1 6 — 2] — 10 l —32 10 
Tirhoot 24 34 30 25 2 2 35 41 
Othera & Miso. 202 44 32 20 17 75 16 21 
TOTAL —619 —920 —1023 — 796 — 506 — 753 — 399 121 


* Includes the of the O. & R. Railway for 1924-5. 
Bareilly. 
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pier II. PASSENGER TRAFFIC AND EARNINGS* 
X 
—— = (Al railways : 1900 to 1936-7) 


, . Number of passongors (millions) Earnings (in crores of Ra.) 
‘Year First Second Inter Third S&Vt First Second Inter Third S&Vł 


1900 O52) 2285 56703 153°954 12°85 032 O47 056 752 #008 
1905 0663 2949 8104 218413 18°03 O45 065 783 1069 O12 
1910 0778 2962 11-033 332-462 24°34 059 077 O95 1465 O16 
1911 O799 3135 11:762 348-479 25°69 O66 O84 109 16573 017 
1912 0798 3223 10833 375567 26°81 O63 0'88 ool 1701 O18 
1913 0'230 O844 2883 98:221 744 O20 O21 O24 005 
1913-4 OS813 S461 127371 410960 30°14 069 089 103 1837 0:19 
1914-5 0725 3463 126818 403-559 3072 O60 090 103 1763 019 
1915-6 0729 3791 13:648 413°254 32°96 O59 101 113 1805 ©zži 
1916-7 ©0823 4607 14349 431-456 34°80 O72 1°30 1-22 19°62 : 
1917-8 0883 4216 7719 381-017 36°43 O95 143 16 62145 O24 
1918-9 1049 S119 8-722 404-388 4046 £112 173 1:43 24°43 028 

_ 1919-20 1108 6439 10201 460°306 41°97 1:29 218 170 27090 ©0831 
1920-1 1:149 7129 11:750 490280 48°94 1:30 226 191 2891 037 
1921-2 1:085 6402 10'654 490734 5237 1:38 230 178 2842 042 
1922-3 ODIS S134 8129 502-776 55°67 140 212 1°38 3221 0:49 


1923-4 1199 10128 11:374 544622 .. 31 203 1-41 3333 
1924-5 1109 9778 12201 553-266 .. 123 192 148 3413 
1925-6 1033 9901 13:602 574-805 .. 120 1-89 160 34°76 3 
1926-7 1012 10006 14945 5785409 .. 118 188 162 33°44 
1997-8 0980 9963 17:351 594821 . Ll4 196 169 3439 
1928-9 0913 9585 17:870 591743 .. L12 192 1:66 33°54 ; 
1929-30 0804 9125 17900 606468 .. 1-04 1-84 59 34°11 
1930-1 671 8089 16-189 550879 .. O94 170 41 30°24 
1931-2 O508 5938 12°354 487-037 .. O83 154 123 2775 
1932-3 0429 5278 10871 485317 .. O78 1°47 115 27°92 
1933-4 0421 5050 10557 473585 .. O76 142 1:12 2679 
1934-5 0406 4818 10316 481:051 .. O77 1-41 112 27°05 x 
1935-6 O384 4763 10469 485075 .. O78 146 LIL 2721 ; 
1936.7 ©4083 4590 11:085 493835 .. OS1l 1°47 115 26°90 


* Source: Administration and Railway Board's Reports. 

+ Season ticket holders and vendors ticketa. The number of season ticket holders 
and vendors tickets and their earnings have boon included in their respective classes 
from 1923-4 onwards. 

Note.—In pre-war reports of the Railway Board, the number of passengers carried 
on each separate railway was shown as the total number of passengers carried on railways. 
Passengers carried over two or more railways on a single journey were thus counted as 
two or three passengers. From 1923-4 onwards the number of passengers taken is tho 
number of pa originating. The adjusted figures for 1911 on the same basis are, 
in millions: firat class: 0703; second class: 2947; inter: 11-409; and third 
olass: 331055; S.&2V.: 25°69. 


—* 
L 
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* Includes the figures of tho O.&R. for 1924-5. 
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MI. PASSENGER TRAFFIC AND EARNINGS, CLASS I RAILWAYS 
(1) First class 
Earnings Number of passengers 
1924-5 oz relation to 1924-5 1924-5 % relation to 1924-5 
Railways — 1929-30 1933-4 1936-7 Actuals 1929-30 1933-4 1936-7 
Broad gauge : Lakhs Thousands 
B.N. 8°30 92 59 66 37 105 65 
B.B.&C.I. 909 97 82 92 363 47 13 13 
M. S. M. 5°66 95 76 84 21 114 81 86 
S.I. 2°06 87 55 74 12 125 67 83 
E.B. 5'02 104 63 66 121 73 38 38 
E.1.* 21°66 67 56 58 133 76 49 51 
G.I.P. 25°01 90 63 63 140 91 54 48 
.W. 14°20 92 74 75 87 122 63 57 
N.S. 064 139 142 144 10 90 60 60 
ToTaL 02°54 87 6 70 923 73 37 36 
Metre gauge : 
A.B. ~= 2°15 105 61 77 16 Lis 69 150 
B.&N.W. 113 85 88 83 17 88 82 88 
B.B.&C.L 4°04 73 §2 46 31 71 52 42 
M.&5.M. 2°20 82 55 50 l4 93 57 59 
R.&K. 080 60 54 7 86 57 57 
S.I. 4'80 101 52 72 48 Sl 56 52 
Burma 564 8i 51 5I gi 64 30 22 
E.B. 2°28 62 42 47 20 80 55 80 
Jodhpur 067 94 63 85 4 100 75 100 
N.S. 054 89 63 59 7 71 43 _ 43 
TOTAL 24°25 85 54 So 255 77 49 51 
Aut Ramways 119°57 86 63 67 1,195 74 40 40 
Passen miles vorago lead 
Railways 1924-5 o5 relation to 1924-5 1924.5 o% rolation to 1924-5 
Actuals 1929-30 1933-4 1936-7 Actuals 1929-30 1933-4 1936-7 
Broad gauge: Millions Miles 
B.N. 7'61 104 69 78 205 99 106 120 
B.B.&0.1I 1078” 101 77 84 30 217 570 620 
M.&S.M. 4°43 124 87 97 207 110 107 116 
S.I. 18 106 id 109 1237 53 99 109 
E.B. 4°66 129 77 84 38 179 202 223 
P ag ~ 19°15 108 74 80 160 143 152 155 
G.LP. 21-78 124 76 80 156 136 140 168 
N.W. 1441 140 S7 BO 167 lia 137 150 
N.S. 0'78 139 112 118 82 155 168 173 
TOTAL 85°07 119 78 83 92 162 208 229 
Metre gauge : 
A.B. 1°51 104 59 114 93 93 87 78 
B.&N.W. 1°23 105 L18 118 75 117 140 129 
B.B.&C.1. 3°40 90 64 52 109 125 125 122 
M.&S.M. 1°67 iil 66 61 L17 126 122 126 
R.&K. oreo 93 2 66 82 22 121 122 
S.I. 2'95 130 74 105 öl 164 135 143 
4°71 113 Gl 57 52 175 204 262 
E.B 1°86 87 59 68 94 104 106 83 
Jodhpur 0'49 111 73 99 117 107 95 103 
N.S. 063 96 66 73 gl i41 140 142 
‘Tora 19°05 106 68 75 75 138 140 146 
Aut Ramwars 10524 116 76 81 88 157 190 206 


. 


ve 
«o> 


Railways 1924-5 % relation to 1924-5 
Actuals 1929-30 1933-4 
Ra. 
Broad gauge : Lakhs 
B.N. 8°07 103 88 
B.B.&C.I. 20:99 at 76 
M.&S.M. 8-24 113 86 
SL 3:92 106 93 
'E.B. 575 140 101 
BIS 29°39 S4 6s 
GLP: . 32°97 93 70 
N.W. 26:52 98 76 
N.S. 1-72 140 128 
TOTAL 137°37 96 76 
Metre gauge : 
A.B. 1-65 136 98 
B.&N.W. 2°06 101 86 
B.B.&C.I. 8:53 BI 69 
M.&S.M. 5°92 88 64 
R.&K. 1:232 1 78 
S.I. 9:57 120 83 
Burma 8'66 105 57 
E.B, 2-54 71 57 
Jodhpur 190 O7 78 
N.S. 1:66 Ot 70 
TOTAL 44°41 99 71 
Att Ratways 18479 Ot 74 
Passenger miles 
Railways 1924-5 % relation to 1924-5 
Actuals 1929-30 1933-4 
Broad gauge: Millions 
B.N. 15:5 108 oo 
B.B.&C.1. 57'1 96 68 
M.&£5.M. 14°3 135 08 
S.I. 5'8 133 110 
E.B. 107 148 105 
E.1.* 56°9 126 9I 
G.LP. 65°8 121 73 
N.W. 510 155 92 
N.S. 4'2 138 109 
TOTAL 281°3 125 84 
Metre gauge : 
A.B, 2:5 128 89 
B.&N.W. 63 104 105 
B.B.&C.I. 13-6 105 84 
M.&S.M. 9:8 104 72 
R.&K. 20 103 9l 
S.I. 15-1 147 104 
Burma 157 143 71 
E.B. 4'2 83 67 
Jodhpur 2°7 117 97 
N.S. 39 101 13 
TOTAL 159 121 85 
Aut Ramways 3600 124 84 


* Includes tho figuros of tho O.&R. for 1924-6. 





1936-7 


1924-5 
1936-7 Actuals 
Thousands 
95 202 
83 4,569 
90 163 
107 105 
105 436 
71 695 
73 1,538 
75 490 
127 6R 
80 8,266 
G4 38 
OS 4 
70 173 
5T 151 
83 30 
17 418 
57 581 
66 71 
101 23 
67 76 
70 1,656 
77 0,987 
1924.5 
Actuals 
Miles 
107 77 
70 13 
128 88 
170 56 
112 25 
ui 82 
75 43 
92 104 
109 62 
89 34 
63 67 
116 66 
81 79 
125 65 
LOL 68 
136 36 
65 27 
79 59 
126 115 
78 51 
08 46 
91 36 


No. of passengera 
% relation to 1924-5 
1929-30 1933-4 1936-7 
91L 54 53 
75 4l 34 
117 70 93 
121 86 95 
105 48 56 
86 oo 58 
LIS 59 51 
152 71 65 
06 66 53 
92° 50 45 
142 97 82 
111 89 100 
89 2 70 
95 64 60 
87 80 80 
102 88 72 
105 42 45 
101 66 8&5 
130 113 143 
71 50 41 
101 66 63 
D4 53 48 
Average load 
Oo” relation to 1924-5 
1929-30 1933-4 1936-7 
119 182 200 
123 162 200 
115 140 136 
109 127 130 
142 212 196 
146 150 161 
102 123 147 
102 129 141 
142 158 195 
135 168 200 
SH 93 78 
95 118 117 
LIS 116 116 
111 114 211 
118 115 126 
144 119 122 
137 170 144 
83 102 95 
Ol 88 88 
141 145 178 
120 128 157 
133 161 192 


ALL RAILWAYS 


Railways 


* Includes the figures of the O.&R, for 1924-5, 
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. (3) Inter class 
Earnings 
1924-5 % relation to 1924-5 1924-5 
Actuals 1929-30 1933-4 1936-7 Actuals 
Ra. 
Lakhs Thousands 
11°26 142 107 107 991 
58 490 621 767 9 
4°39 168 122 120 237 
993 148 87 80 2,438 
43-94 107 77 78 4,095 
771 112 90 101 104 
52-40 73 49 47 3,363 
130°27 104 74 74 «41,237 
2-44 245 135 L44 184 
2-69 165 129 168 229 
l4 93 121 200 10 
1°20 143 105 161 58 
48 104 110 135 48 
T 105 34 43 T 
3-50 127 73 69 274 
1-62 72 67 104 92 
12-98 149 98 118 909 
14529 107 15 73 12,258 
Passenger miles 
1924-5 % relation to 1924-5 1924-5 
Actuals 1929-30 1933-4 1936-7 Actuals 
Millions Miles 
43°54 166 138 136 44 
1-52 687 830 1230 169 
16°89 169 104 LLO 71 
42°34 171 97 107 17 
179-17 L44 139 10L 44 
21-06 139 100 119 202 
207-15 90 52 51 62 
511-86 128 86 89 46 
10°32 247 127 141 56 
TET 206 164 214 51 
0'51 102 143 221] 50 
4°60 143 88 147 80 
2-05 95 108 143 43 
2-32 104 $4 42 157 
13°02 167 93 108 47 
543 82 78 120 59 
49°36 175 100 144 55 
56603 132 89 93 46 
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relation to 1924-5 


1929-30 1933-4 


1936-7 


1936-7 


s9 
159 
82 
129 
Ll4 


87 
94 


104 


75 
118 
125 

94 
102 
109 

70O 

61 

84 

102 


206 155 
522 689 
ISI 92 
162 66 
140 90 
230 Ll4 
96 60 
139 82 
353 165 
188 ll- 
LLO 120 
152 67 
100 110 
87 33 
277 164 
107 104 
231 140 
146 87 
Average load 
of relation to 1924-5 
1929-30 1933-4 
80 89 
131 121 
93 114 
106 153 
102 Ll 
60 $8 
94 85 
92 104 
70 79 
110 116 
94 120 
94 129 
93 93 
122 108 
62 57 
73 73 
76 80 
91 102 





Railways 1924-5 relation to 1924-5 
| Actuals 1929-30 1933-4 1936-7 
Re. 
Broad gauge : Crores 
B.N. 1°73 99 68 67 
B.B.£C.1. 2:02. o3 87 SS 
M.&S.M. 1-28 120 05 a6 
S.I. 047 123 115 Lil 
E.B. lll 115 86 91 
E.L.” 5°48 93 76 77 
G.LP. 3°86 66 T4 72 
N.W. 5'24 98 77 80 
N.S. 023 130 122 122 
TOTAL 21:42 98 79 79 
Metre gauge : ° 
.B. Orel 130 82 92 
B.&aN.W. 1°53 113 77 8H 
B.B.4&C.1. 2°18 90 75 72 
S.M. 1-10 96 74 68 
R.&K. — 024 D2 2 92 
8.1. l 1°87 117 94 77 
Burma 1-40 o1 56 63 
E.B. 0'88 Lil 63 73 
Jodhpur 0-35 91 86 109 
N.S. 030 110 83 87 
ToTaL 10°46 104 76 76 
Aut RAtLways 32°47 100 78 78 
Passenger miles 
Railways 1924-5 a; relation to 1924-5 
Actuals 1929-30 1933-4 1936-7 
Broad gauge : Millions 
B.N. 933 105 74 74 
B.B.&C.1, 1,245 07 87 89 
M.&S.M. 708 126 88 90 
S.I. 223 145 131 151 
E.B. 641 121 48 101 
E.L.* 2,286 125 07 99 
G.L.P. 1,953 107 80 90 
N.W. 2,902 125 89 96 
N.S. 142 130 Lil 132 
TOTAL 11,794 118 89 94 
Metre gauge : 
A.B. 318 124 81 105 
B.AN.W. 1,181 121 N4 9l 
B.B. i 1,299 91 73 70 
M.&S.M. 602 102 70 81 
R.&K. 169 92 07 on 
S.L 923 139 108 104 
687 106 64 — Ho 
E.B. 481 124 68 85 
Jodhpur 163 93 B4 118 
N.S. 194 110 83 93 
TOTAL 6,017 112 8i 86 
Aut Rauways 18,071 116 86 ol 


* Includes the figures of the O.&R. for 1024-5. 


Number of passengers 


1936-7 


1936-7 


1924-5 relation to 1924-5 
Actuals 1929-30 1933-4 
Millions 
19-08 112 17 
58°61 100 Q4 
22:35 128 84 
8-65 149 147 
28°60 118 86 
7°84 93 76 
54°60 111 90 
72:86 110 79 
4°69 Lil 75 
340°27 108 85 
9-63 143 103 
32-40 121 86. 
33°03 92 68 
18°25 107 73 
6-36 95 102 
38°20 136 120 
35°03 93 57 
12:59 121 71 
3-04 118 106 
6°27 106 74 
194°81 112 4 
54555 109 84 
© 
Average lead 
1924-5 o; relation to 1924-5 
Actuals 1929-30 1933-4 
Miles 
49 94 ag 
21 100 95 
32 97 103 
26 100 88 
22 105 105 
43 135 128 
36 94 89 
40 113 113 
30 117 150 
38 100 95 
33 88 79 
38 07 92 
39 100 108 
33 97 94 
27 98 93 
24 104 92 
20 115 110 
38 103 95 
54 78 89 
31 103 113 
31 100 07 
33 106 103 





APPENDIX F 


481 


(5) Average fare per mile per passenger on broad and metre gauge railways 


Second class 
1924-5 1929-30 


* Includes the figures of the O.&K, for 1924-5, 


Pies 


21-0 
16°2 
24-5 
268 
206 
21°7 
22-8 
18-9 
15-7 
20°8 


4'54 
446 
5'30 
5'00 
+48 
7:53 
5°16 
5°75 


=. 


5°00 
492 


61—1514B 


1924-5 1929-30 


1924-5 1929-30 1933-4 


Firat class 
Pies Pies 
18:5 180 
15'868 174 
187 Zl'5 
21's 20°2 
16°6 168 
13-4 16'4 
16:6 18°09 
13-4 16°1 
15°6 199 
153 177 
27:5 28°5 
13°7 124 
18°7 18°6 
18°6 21°0 
23°1 21°4 
22°32 20°4 
16:5 19:32 
167 167 
22-4 22:7 
15-6 16'090 
195 195 
16-1 180 
Inter class 
1933-4 
Pies Pies 
4°24 3°85 
5'24 -AA 
4°96 5:83 
2-91 4°05 
3°49 3°58 
6°73 6'35 
3-96 4°53 
aio 908 
395 4°17 
448 480 
3:47 $30 
4°67 449 
4°98 6:97 
4°90 4°51 
7°66 7°54 
390 401 
5-04 4°05 
4°27 4°32 
4°00 4°20 


1936-7 


Pios 
17:7 
176 
21-2 
209 
16-4 
158 
19°3 
16-4 
19-6 
17:6 


1936-7 
Pies 


3-92 
4°56 
5°47 
3°37 
363 
ool 
451 
6-21 

4°10 


22 aii on d tt i 
e DO siteke DAS 
t Gu: Oaortoevse 


— — 
— — 


Pies 


SO Do GS to co co te c 
ATLET TIT 


DBD———— 
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Pics Pies 
9°42 8-91 
6°32 7'82 
9:30 971 
10:30 9:97 
9:73 9:90 
6:59 741 
732 old 
6°32 8°20 
8'04 9-60 
7:19 847 
13°20 13°60 
5°01 6-74 
9°23 987 
9°72 10°30 
10°20 996 
9°19 Sol 
774 8°56 
9°72 9°78 
11°40 11°10 
775 778 
9°23 9°46 
7°64 8-71 
Third class 
1929-30 1933-4 
Pies Pies 
3°35 3°28 
2-96 3°14 
3°31 3°74 
3°37 342 
3°17 3-21 
2:58 2-70 
3°28 3°54 
2°73 31 
309 3°36 
2°92 sll 
3°82 3°73 
2:29 2-23 
3°23 3233 
3°31 373 
2-72 2-61 
3°23 3°36 
3°33 S41 
S11 3-19 
4°00 3°75 
294 2-98 
309 3:17 
2-99 J13 


1933-4 1936-7 


1930-1 
25,300 





1931-2 


1933-4 


24,491 
48,597 


121,377 


83,436 


35,877 


(2) Cost of staff, 1929-37 


(In crores af rupees) 


mem 


Sew 
SES5SfSfaam 


— 
So =e 


> . , ` * 5 


—0020 


Number of non-gazetted employees, 1929-37 
1932-3 


1934-5 


23,475 
51,246 


122,883 


80,983 


103,611 


16,250 
64,103 
27,345 
64,029 
49,824 

5,545 
36,492 


TELI 
=l @® 
-a F 


3°78 


1935-6 
23,651 


1936-7 
23,142 


49,5090 652,286 


83,325 


104,948 


16,603 
65,373 
27,260 
64,743 
49,626 

5,572 
36,814 


124,859 124,710 


81,542 


100,395 


17.027 
66,253 
27,150 
63,473 
50,147 

5,534 
36,629 


t ree ee 


roka rO 
oe OW -10 


I. 


# 
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314; renewal funds on B.&N.W. 
and R.&K., 315; Acworth Committoe 
on lack of provision for, 315; Hailey 
Committee on provision for, 315; 
Inchcape Committee's views on, 315; 
fund established, 317; no provision 
for arrear, 320; Depreciation Fund 
Committee's estimate of arrear, 320; 
Inchcape Committee on arrear, 2320; 
effects of new accounting system for, 
320; cost of replacoment and, 321 ; 

l y of Stato's dispatch on basis 
of charging for replacements, 321 ; 
accounting proceedure on company- 


managed railways for, 322; alloca- _ 


tion of charges under capital and 
revenue on company- 1 railways, 
322; Acworth committeo's viows on 
allocation, 324; roplacement formulae 
to measure value of improvement, 3324n; 
Dickinson's inquiry, 320; Dickinson on 
importance of, 330; on the principles 
to be adopted, 330, on wubsolescence, 
331 ; on provision for betterments, 331, 
338; Retrenchment Sub-Committee on, 
331; Posts and ‘Telegraph Accounts 
Committee on, 332; overcapitalization 
under rules, 332; oxtent of overcapital- 
ization, 341; assumed life for, too low, 
335; assumed life on L.N.E.R. and 
South African Railways, 336; provi- 
sion for, 338; Dickinson on ade- 
quasy of provision, 338; betterments. 
on British railways, on South African 
Railways, 339; new minor works, 330 ; 
coat of minor improvements and adadi- 
tions, 339; provision for obsolescence, 
339; Ripley on the effect of obsoles- 
cence, 339 ; amortization provision, 340 ; 
Public Accounts Committee on amorti- 
zation, 340, Ripley on amortization, 340; 
on purchase of railways, 341 ; 

will in railway capital, 341, 342; 
terest —— construction, 342; loss 
in working, 342; intangible assets, 342 ; 
accounts ppp yr ype A 343; errors 
in rogistors, ; present system, 
345; simplification of procedure, 345 ; 
objections to percentage basis, 340; 
wasting and non-wasting arte nyt 


62—15146 


INDEX 489 


differentiated, 347; other changes pro- 
on American rail- 





prices, 337; higher charge to c 

Financial Commissioner's pro- 
posal, 337; reversion to earlier pro- 
cedure, 349 


Depreciation fund, 51, 52; effect on 


railway ———— em not a = 
to company- ways, Ae; 
withdrawals from, 123; principles of, 
317; reasons for different treatment 
of companies, 3l7n; no : in, 
for non-wasting assets, 317; estimatod 
a it ; — for arrear 
preciation, ; annual app i 
tion to and from, 325; minus Hre 
326; minus balances on M.&5.M. and 
S.I, 326; minus balances under per- 


cause of minus balances, 328; provi- 
sion for station machinery and plant, 
328; contributions not excessive, 334, 
large withdrawals, 335; effect of pre- 
mature ronewals, 335; accounting 
records, 343; present — enlarge- 
mont of scope, 349; to moot 
deficits, - 352; proposal to cancel 
loans, 352; Wedgwood Committee on 
cancellation, 354 

Depreciation Fund Committee, appoint- 
ment of, 316; recommendations of, 
316; institution of depreciation re- 
commended by, 316; Government's 
decision on proposals of, 316 

Dickinson, Sir Arthur Lowes, (see also 
Depreciation), 329, 330, 330m, 338, 
331n, 335, 336, 338, 343n; on separa- 
tion of accounts, 283 

Dimcock, Marshall E., iln, 443 

Divisional system, 279; advantages of, 
280n ; advantages ex ted from, 280; 
on E.B., 281; on E.L, 280, 281; first 
introduced on G.L.P., 280, 281; on 
N.W.. 280, 281: increased cost on 
G.LP., 281; Retrenchment Sub-Com- 
mittee on excessive cost of, 281 ; 
Wedgwood Committeo on, 282 

Doubling and quadrupling (see Capital 
expenditure) 

Earnings, railway (see also Passenger and 
Goods transportation), nature of, 136 ; 
progress of 137; passenger and goods 
traffic, I38; improvement in, since 


1900, 140 


Eastern Bongal Railway, 2. 3, 37, 55n, 


656, 68, 70, 79, $6, 87, 108, 109, LIO, 
Lik, 112, 125, 127, 128, 120, 130, 131, 
132, 135, 435, 452; doubling, 55n; 
relaying, 55n; strengthening of bridges, 
Gorai, 56; workshops, 55; increase 
in milage, 70; operating ratio, 108, 
109; not earnings, 110, LIL; net gain 





Railway, 3, 31, 33, 37, 55n, 

57, 58, 70, 86, 87, 108, 109, 110, 
111, 112, 124, 125, 127, 128, 129, 130, 
131, 134, 135, 242, 421; under state 
management, 31, 33; acquired by 
State, 33; doubling, 55n; relaying, 
55n; strengthening of bridges, Alla- 
habad, Upper Sone, and Jumna, 56; 
strengthening of Barakar and Dufferin 
bridges, 56; increaso in milage, 58; 
workshops, 58; new milage added, 70; 


154: second olass fares, 162; third 
class farea, 177; short distance passon- 
gers, zono statistics, 179 ; new industries 
and, 265; separation of accounts, 282, 
283 ; ordinary repairs and maintenance 
expenditure, 293, 297; expenditure on 
tion, 300, 303, 304; Hours of 
——— Regulations, 377; leave 
rules, 379, 380; acquisition of, 419; 
locomotive building by, 434 





INDEX 


Class I railways, 195: not —— 
on, 196; net ton milage, 196, 214; 
load, 197, 215; commodity 


average 
statistics, 197; ecarlier classification, 


198n; present classification, 199; 
‘heavy morchandiso, 199; ‘light’ 
morchandise, 199; relative importance 
of commodities, 212; importance of 
internal traffic, 214; average ton 
mile receipts, 215; freight rates and 
rico level, 218 

roducts of agriculture, 201, 212; 
trends of trafic and earnings, 202; 
grams and pulses, 202; jowar and 
bajra, 202, 204; fruits and vegetables, 
202; oilseeds, 202, 204; other grains, 
202; raw cotton, 202, 204; raw jute, 
202, 204; rico, 202, 204; wheat, 202; 
net ton milage and average lead, 214 ; 
average recoi for ins and oilsoods, 
218; and prico level, 220 
Products of mines and forests, 205, 
212; traffic and earnings, from coal, 205, 
205n ; metallic ores, 206, 206n; marble 
and stone, 207; unwrought wood, 207 ; 
fuel and revenue stores, 20In; fuel 
205n ; coal: net ton milage and average, 
leads, 214; average receipts, 217 
and price level, 220 
Manufattures and miscellaneous, 207, 
212; trafic and earnings: semi-manu- 
factured goods, 207; cotton, 208; 
sugar, 200; iron and steel manufactures, 
209; gur, jaggery etc, 210; salt, 


East Indian Railway Company, 12, 13 
Eastman, Joseph B., 191, 445 
Electrification of suburban services, Bom- 
— 59, Madras, 59 


Live stock, 20ln; traffic and earnings, 
210, 212 

Military traffic, 210, 212; railway 
materials, 211; revenue stores, 20In, 


. loss in, and railway budget, 211 
42, 42n Granet, Sir Guy, 351 
Fares, passenger (see Passenger trans- Great Indian Peninsula Railway, 3, 5, 31, 
portation) 33, 37. 55n, 56, 57, 58, 59, 00, 70, 109, 
Finance, railway (seo Railway finance) 3111, 112, 124, 126, 127, 128, 130, 131, 
Financial Relations Committes (sce Meston 132, 242, 421; shareholders’ interost 
Committee), on contribution to State, in, 5; under state management, 31, 
104 33; relaying, Sin; strengthoning of 
Freight rates and price level, 218; on bridges, Nerbudda, Sind and Chambal, 


56, 57; workshops, 58; suburban 
210; incidence heavy during depres- services, 59; increase in milage, 70; 
sion, 220; higher as compared with — ratio, 109; net earnings, 

i 111; net gain or loss to State, 111; 
first class fares, 151, 153, 154; second 
class fares, 162; cotton mills on, 265; 
hybrid divisional system, 281; in- 
creased cost of divisional tom, 281; 


tor VI 
Freight (Railway and Inland Steam 
7 separation of accounts, 283; ordinary 


Vessels) Tax Act, 230 


Gain to Stato (see Railway finance), repairs maintenance eee A 

Meston ure, 118 298; cost of operation on, 300, 304; 
Gauntlett, Sir Frederic, 85n compensation for damaged or 
Ghosh, 8, C., 452n lost, 305; Hours of ployment Regu- 


lations on, 377; leave rules, 379, 380; 
acquisition of, 419 

Grigg, Sir James, 346n, 349 

Guaranteed companios (see Company- 


. Sir George C., lin, 15n 
a on state manage- 


gear 


increase of receipts, 193 —— 
194, 190; ton ee s 104, 1065, 196; 
avorage haul, 194, 1 
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Hailoy Committoo — Sime: —— Indian — ——— owned by, and 
m] ttoo), . * , oporatoed . #0 
29, 43, 96, 457; on b Innes, Sir a 17n, 77, 77n, 255 


4 on 
estimate of program revenue 
Hailey, Lord, re provision of funds for 


open line expenditure, 42 
A. M., Din, 368n 
Hesla Chandil way, 86 


, E. H., lán, 15 
, Sir C., 17h, 27, 785, 445 
H. E. H. Nizam’s Guaranteed Railway, 3 
Holland Commission, 225, 225, 220; 
on railway rates, 225, 226 
Hours of Employment Regulations, 306 


186n 
also Indian 
i 21, 24-6, 
27, 29, 47, 49, 96, 99, 117, 362, 408, 
452; on the —— of o ting 
State-owned railways, 24; justification 
for capital oxy iture, 25; on pro- 
vision for rehabilitation, 25 ; on appoint- 
Mmrmnissio 


ment of Financial Co ner, 27; 
on average roturn on capital, 29; 
on quinquoennial am, 47, 49; on 


net return of State-owned railways, 
177; on claims, 409 

Inchcape, Lord, 6, 24 | 

Indian Fiscal Commission, 228, 220, 246 ; 
on railway rates and ‘discriminating 
protection, 225 i 

Indian Industries Commission (see Holland 
Commission) 

Indianization (see also Staff), of the 
services, demanded by Assembly, 31, 
33; Acworth 
Committee on, 421; on state- 
railways, 421 ; domand for, 421; pro- 


reas of, 421 

Indian Railway Committee (see Acworth 
Railway Committee), 13 ee 

Indian Railway Conference Association, 
230, 235n, 237, 377, 416 

Indian railways (see also Company- 
managed ways, Railway finance, 
State-mansged railways, State-owned 


railways) ; administrative reforms, 27: 
aretan ha 35 ; grouped according to 






methods of working, 36; gain to 
Government, 103; net carning power 
since 1900, 101; trend of not 


earnings, 109 ; in oor loss to 
State, lll; classification for traffic, 


* railways, military domands during 
World War I, 6; con ion of traffic, 
7, Sn; priority certificate system, 8; 
eontroller of traffic, 8; reduced funds 
for works p . 8; difficulties for 
materials, 9, 9n; purchasos from 
America, 9; Central Priority Com- 
mittee, 10; “oy gy ea at end of war, 
16, 19; public demand for reform, 


I7n; transport difficulties, lin; re- 
habilitation program, 39 

Indian Railways Act, 247, 251 

Indian Retrenchment Committes (s00 


Inchcape Committec), 24, 117 f 


Interest, riso in the —— rate of, 26; 
caloulation of, on capi at charge of 


Indian railwaya, 93n ; ure undor 
convention, iid ; average on State- 


railways, 129 > 
| Commerce Act, U.S.A., 238 


Interstate Commerce 
350, 351, 351n, 444 


class 
Joshi, Olin Â 
Kalukhali-Bhateapara Railway, ah 


Jo ur Railway, 37; average second 
ss fares on, 161 


tion of, 51; 


Sin 

Katwa-Barharwa ilway, 72n 

Kesoram Cotton ills and four others v. 
The North Western and the East Indian 
Railways, 257 

Lamb, D. R., 2820 

‘Lapses’ (sce Railway finance) 

Layton Report, 457 


Loads, averago (see Passenger trans- 
portation) 
ard, Sir Henry, lén, lin 
Lee Commission, 362, 362n; recommen. 


dations as to ‘pay, 366 

Lee concessions (seo also Staff), 368, 386 

Legislative Assembly, recommendations 
of Hailey Committees accepted, 24; 
resolution establishing convention, 30 ; 
agroomoent of, to Separation Convention, | 
$i; conditions of, on soparation agreed 
to by Government, 31 

Local advisory councils, 418 

Logan, Ross, 17n 

Lucknow-Baroilly, 38 

Mackay Committee, 6 

Mackay, Sir James (seo Inchcape) 

Madaya Light Railway, 3 

Madras and Southern Mahratta Railway, 
3, 37, 55n, 58, 70, 108, 109, 110, Ill, 
126, 125, 129, 130, 131, 132, 383, 452; 
relaying, S5n; workshops, 58; in- 
crease in milage, 70: operating ratio, 
IOS: not oarnings, 110; net gain or 
loss to State, Iil; first class fares, 
changes in, 153; seeond class fares, 
162; inter class fares, 170; ordinary 
repairs and maintenance oxponciture, 
200, 202, 203; expenditure on opera 
tion, 300, 303. 304; muinas cleprecia- 
tion balances, 326; Hours of Employ 
mont Regulations on, 375; acquisition 
of, 419 

Marshall, Dodds, Fairhurst, 
Martin, 170 

Martin & Co., 3 

McLeod & Co., 3 


Bury and 














i on, ae 
1935, U. 8. A., 239 
„and assoc 

from 
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Nizarn’s State (Guaranteed) Railway, 3, 
*‘Non-votable’ items, 421 | 
Western Railway, 2, 3, 15, 37 55n, 
56, 70, 70n, 109, 110, 111, 112, 124, 
125, 127, 128, 129, 130, 122, 134, 368, 
451; doubling, 55n; relaying, 56n ; 
rallage 10, 100, rtd io 
—— a $ ating ratio, 
109; net earnings, 110, Hii; net gain 


tes, 44 
Operating officiency (see Chapter X); 
factors of, 388; physical condition of 
equipment, 359; serviceable stock, 
389: serviceable locomotives, 390; 
serviceable coaching vehicles, 300; 
other coaching vehicles, 390; service- 
ablo wagons, 391; rolling-stock uti- 
lization, 392; engine miles per engine 
a $902; gross tons per goods train, 
393; —————— 3093 ; 
ing of wagons, 395; wagon milos 
day, 395; speed of transportation, 306 ; 
ton miles goods train-hour, 306 ; 
punctuality of passenger trains, 395 ; 


shunting milage, 402; composite index 
of, 404; improvement in, 404; progress 
on state- and company- 
railways, 495 ; storos balances, 
406; claims for compensation for loss 
and damage, ye — 
Operating ratio seo also way finance), 
of all — be 07; of Class —— — 








107; on railways, 115; 
value of, 101 
Oudh and : Railway, 2, 3, 108, 


Over-allotment (ssn. Sapia oxpondituro) 








capacity to pay for travel, 190 
Fares, state-management and, 157; 
coat of rail travel, 188; British rail- 
ways, cheap faro facilities, 189; basis 
low in India, 190; concessions on 
Viret class, number of passengers, 145 
irst © number o tO 5 
r miles and loads, 147; oarn- 


fares enhanced, 153; reduced, 153, 
154; adjustments during the depres- 
aion, 164; reductions in basic fares 
and concessions, 164 

Second class, number of passengers, 
155; passenger miles and ave 


loads, 158; earnings, 159; decline 


earnings, 160; fares, 161; structure 
of fares, 161; average receipts, 161 ; 
maxima and minima, 162; enhance- 
ments, 162; development of scales, - 
162; reductions, 162; concessions, 
163; during depression, 103 

Inter class, 164; number of passengers, 
164; passenger miles, 166; average 
loads, 167; ocarnings, 167; improve- 
mont a matter of recovery, 165; average 
rates and fares, 168; structure of 
fares, 168; maxima and minima, 169; 
enhancementa, 169; concessions, 170; 
differentiation in fares, 170; oco- 
nomios from abolition of, 185; problem 
of, 185; case for retention, 186 

Third class, 171; number of passengers, 
173; —— miles and «average 
leads, 173; trend different from other 


atructure of fares, 176; maxima anc 
minima, 176; differentiation by service, 
176; enhancomenta of fares, 176; 
telescopic soalos, 177; fares on different 
railways, 177 

Upper class, 179; decline of traffic, 


170 ; distance . 179; in- 
creased mmodation, 180; decrease 
in train loads, 180; oarnings seat, 


from abolition, a=? romunorativonoss 


Rail rates 
ee a. sie 









84, 85n; functions, 414 
effect of, 44; 


46; largo 
difficulties of 


management, 
ttee on rè- 
as reconstituted 


27: need for i 

on, 27; overcontralization to be correct- 
ed, 28; Acworth Committee on torri- 
torial distribution of work, 27; on 
Inchcape Committeo’s recommendation” 
on return on — 29; on repayment 
of interest and annual dividend, 29; 
technical staff, work of, 28; re ta- 


. tion of Indians on, 31; on high oporat- 
ing ratio, 99; policy on now cons- 
truction, 65; commodity statistics 


| by, l98n; organization of, 
416; control over railway administra- 
tions by, 436 
Railway Commission, 20 
Railway contribution to State (sco Railway 
finance 


Railway Convention (ace Railway finance), 
financial status of railways under, 113 
financial autonomy under, 454; failure 
of, 135, 455 ; need for revision, 455 ; pay- 
ment of contribution under, 456; 
Wedgwood Committee on contribution 
to State, 458 
Convention Committee, 456n 
criticism of, by 











ad IX; 


VII, 


Divisional system, y 
abstracts of, rolativo importance, 272 


seo also 





offect of capital ox ituro, 309; on 
state- and company-ma 
railwaya, 310; better control of, on 
state-managed lines, 310; profit-oarning 
motive of State lines weakened, 312 ; 
effect on, of policy of state management 
on com - railways, 312 
; ĉost of coal and other fuel, 
; freight and handling charges, 


ion, items com- 


trond of, under, 


277; on compan —— railways, 
275, 277; by different abstracts, 277 ; 
increase on company-managed railways, 
277; Retrenchment Sub-Committee gu 


revenue ox- 
Kangra Valloy ` 
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rg of, 287; increase during depression, 
Operation, 209; trond of, ander 299; 


increase of, 300; cost —————— 
302; items comprised in, 3 : station 
staff, 304; ing staff, 304; ‘other’ 
ataf, 304; — —— r 305 ; 
a for goods or damaged, 
305; handling goods, ; on com- 
——— railways, 300 
rdinary repairs and $ 
289; decrease of, duri 
290; on state-mat railways, 200 ; 
by abstracts, 200; items co 


in, 292n, 293n, 294n; on state-ma 
railways, 202; cost of way and 
204; undor rolling-stock, 295 ; 





undor 
machinery, tools and plant, 296; drastic 


reduction dur | 296; effects 
of retrenchment of, 297; criticised by 
audit, 298; trends on state- 
and company-mans railways, 29 

Railway finance (seo Capital expenditure, 
Company-managed railways, Contri- 
butions, Reserve, State- rail- 
ways); defects of government control, 
18; inadequate allotments, 15; 
‘lapses’, 19; Acworth Committees on 
nee 19: factors affecting, during 
early post-war years, 26; railway 
administrations entitled to borrow from 
capital and reserve, 32; disposal of, 
surplus, 32; program revenue 6x- 
penditure, 41; financial status of rail- 
ways, 96; operating ratio, 97 ; trend 
of grosa earnings, 99; working ox- 
pensos, 99; net earning power, LOI ; 
ratio of net earnings to capital, LOL; 
gain to Government, 103; financial 
status of railway systems, 106 
Class I Railways: operating ratios, 
107: net earnings of, 109; net gain 
or loss to State, ILI 
Soparation of. from goneral finance, 22 ; 
Hailey Committee on, 22; accounting and 
financial changes, 113; interest charges, 
114: under the convention, 116 ; during 
the depression, 121; contribution sus- 
vended, 122; deficits how financed, 
93: traffic earnings, 137; coaching 
and goods earnings, 138; State contro 
of, 411 
State-owned railways : 
during 1924-30, 115; net receipts and 
contribution, LL7; retrenchment of 
expenditure, 110; during the depression, 
119: effect of decline in receipts and 
reduction of expenditure on, 121; 
return on capital during depression, 
i21; stoppage of contribution, 122; 
deficits, 123; financial results during 
pro-dopression and cdeprosson periods 
compared, 124; resultes on individual 
ay storms, 124; differences between state- 
managed and company-managed rail- 
ways, 132; avorage results on State 
and company lines, 132 

Railway Finance Committee (see Hailoy 
Committee), 21, 22, 29, 41; views of, 


operating ratio 










tailways, Indian States, 2, 2n 
Rates, freight (soo Chapter VI); Holland 
Commission on, 225; principles of rate 
ing, 226; individualistic character 
of, 226; block rates, 226, 224m, 228; 
Broach block rates, 228; Indian Fiscal 
Commission on, in relation to protec- 
tion, 228; Acworth Committee on, 227, 
230; lower, on exports and imports, 229 ; 
demand for reform, 234; public com- 
lnints regarding, 236, 238; Burt on 
idence of, during depression, 237 ; 
237n; standard charges for, 244; dis- 
continuous milage, 246; individualistic 
character of, 246; and industries, 252 ; 
inter-railway movement discouraged by 
structure of, 258; influenced by rivers, 
on A.B.. 260; on E.B., 260; ocffect 
of industrialization on, 264; displace- 
ment of import traffic, 265; effect 
of regionalization on traffic, 266; in- 
direct gains from industrinlization, 266 ; 
maladjustment of, and price-level, 267 ; 
defects of system of, 267 
Classification of goods, 229; pre-war, 
229; war-time surcharge, 230; pro- 
posals for reform, 230; i- 
fication of 1922, 231; defects of, 251; 
exeeptional classes under, 232; Ame- 
rican classification, 232n; exceptional 
classes on G.I.P., 233; p se of, 
233: revision in 1936, 237 
Maxima, enhancement of, 230; minima 
rates under 1922 classification, 233; 
er ma minima, 242; too wide a 
3 
Port rates, 259; causes of low, 226; 
Railway Board's examination of, 260, 
264; tion of unfairness of, 260; 
Acworth Committee on, 260; result of 


two conditions, 260; effect of sea and 
river competition on, 260; influonce of 

ial, on other rates, 261; differen- 
to moet competitive conditions, 
= 26 ) 


urious to Indian 
Board on equali- 
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Risk rates, 238; under 1922 classi- 
fication, 232; in U.S.A., 238; exemp- 
tion under old Form B, 2380; practice 
in Great Britain, 239; increased margin 
under 1936 classification, 230; Indian 
railways not obliged to quote owner's 
risk, 240; Railway Rates Advisory 
Committes on, 240 ; Indian railways not 
insurers of goods, 241 ; legal position re, 
241 ; Wedgwood Committees on, 240n,241 
241n; Federal Coordinator's views on,242 
Schedule rates, 233, 234, 245-6; ale’ 
rates, 227; reasons for, 245; complaint — 
re, 247; oqual mi P a 
Station-to-station rates, 233, 247, 250; 
Tepering rates, 227 
Telescopic rates, 246; scales of, 230; 
difficulties against immediate adoption, 
248; effects of a change to, 249; 
Indian Chamber of Commerce on, 
2490n; offect on railway finance, 250; 
Wedgwood Committee on, 250 
Terminal charges, 250; English law on, 
251; American practice re, 251; on 
. Indian railways, 251; no disorimina- 
tion between station and service, 261 ; 
— uniform, 252 ; power to discriminate, 
Railway rates and industries: effect of 
cheap port rates on hides, 226; coal 
industry, 253; extent of assistance by 
railways, 2564; offect of sea compoti- 
tion, 254; special rates by rail, 255; 
B.N. rates, 255; E.I. traffic, 255; 
G.LP. rates, 255; cotton industry, 257 ; 
heavy chemical industry, 257; glass 
bangles industry, 258; Indian Tariff 
Board on rates on, 256; classification 
not helpful, 256; industrial future 
and rates, 257 
Ratos Advisory Committee, Railway, 235, 
243, 246, 250, 257, 416-9, 425, 429, 444, 
450; on telescopic scales, 248; on 
torminal charges, 252; on glass —— 
industry, 258; on rates on cotton, 262; 
on effect of lower import rates on Indian 
industries, 262; shortcomings of, 417; 
control of the Railway Board over, 
417; proceduro of, 417n; Woeodgwood 
Committee on, 418n 
Ratea Tribunal, Railway, 21, 330; pro- 
posed, 235 


Rau, Sir P. R., 78n, 79n, 85n, 334n, 342n, 
on the old policy of charging capital 
under revenue, 51n 

Raven, Sir Vincent, 58 

Rehabilitation rogram, post-war (sco 
Capital ox ture) 

. institution of, 32; how used, 
z ; railways entitled to borrow from, 
, measures on State-owned 

railways (soo Railway finance) 

Retronchmont — Comunittes, 121 

2, 39-40, 


fe ek W. Z., 26 341, 341n, 
, 3420 








Rob rates, (s00 penig rates) 
Road transport, nomics ol Ke eT 
control o 9 
rt Pane Fa Railway, 3, 37, 
ee 138 acquisition of, 419 
k (see Capital expenditure) 
—— on Labour, 375 









rv (see Lee Co 

Russell, Sir Guthrie, 89 

Sanya , Dr. N., L2n 

Saat "Hon. V. 8S. Srinivasa, ildn, 15 


Secretary of State for India, 20, 24, 78; 


Commission on Superior Civil * 
mmission) 3 
offect 
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net recel 127; return on capital, 
128; gain or loss, 129; surplus or 
| mpared with * SA * 
com company-m : 
— — 


cost ‘of accounts, 285 ; 
and maintenance expenditure, 0, 
Prost of peli motive weakened, 312; 
of ey of state management, 
312; ; operating cet ismg gi pip et pro- 
Incdianization, rea - 
—— on, 425 — 


hare of capital owned by, 4; appro- Stato —— (s60 also Staff), 1; 


policy of, i companies 





wra Valley x 
i tion —— — — 
tion, Railway finance agreomon 

on, — Assem bi y y and Government, 
31; main — of, 31 


» A, B., 


ha 7n 
Sherrington, C. È. R., 239n, 280n, 398, 


ownership, 2; demand for, Ill; 


——— opinion on, 16; ——— 16; 


nerous to publie in fares, 187 ; operat- 
ie efficiency of, 405 ; financial re- 
sponsibility, 435 ; Railway Board’s con- 
trol, 436; responsibility for interest 
and contribution, 437; dofects of, 
oo convention, 436; labour policy, 


309n State-owned railways (see also Com 


Shornur-Nilambur Railway, 88; loss on 
ge owe of, 88 

Sim, C. G.. 47, 48, 79, 91 

Southern oe ab Railway, 52n, 70, 70n; 
pure y State, 70n 

South Indian "Railway y, 3, 37, 55n, 58, 
70, 88. 108, 110, 111, 112, 125, 128, 


manage! railways, State-ma rail- 
ways, Railway finance), route mi 
of, 2; gain or loss to State, 11l 
financial status under the — — 
113, 134; operating ratios, 115; net 
receipts and contribution, 117 ; retronch- 
mont of expenciture, 119 


129, 130, 131, 132, 185, 452; doubling Srinivasan, K. C., 252n 
on, 55n; workshops, 58; new milage Staff, cost of (sec ‘Chapter IX), wages bill, 


added, 70; operating ratio, 108; not 
earnings, 110; net gain or loss to 
State, 111; first class .fares, 153; 
difforontiation, 154; second class fares, 
161; agreement with B.I.S.N., 228n ; 
and maintenance ex- 

uro, 292, 293, 297, 298; cost 


— — balances, 326; operating 
| ency on 405; acquisition of, 419 
Stato and — administration (see 
Chapter XI, XII); and railway policy, 
41l; ‘character of control, 411; machi- 

i for control, 412; Central Legis- 
ure and railways, 412; influence of 
politicians, 415; ; public interest in 


1924, 419; Aanand for state manage- 
ment, 420; national control of State- 
owned railways, 420; assistance to 
Indian ST in arei — — 
423; | or public opinion undor 
state — nt gp kodos contra- 
lization, —— to state 
management, ; gener manager 
under Stato, 431; effect of civil service 
regulations under, 431; bureaucratiza. 
tion, 433; lack of initiative and flexi- 


bility, 4 
railways, decentralization 
of powers to Agents of, 28; now cons- 
~ truction — N3 gross traffic receipts, 


averagos ion and do- 
124; working ©6x- 


ponses, 125; operating ratios, a 


357; increase in cost, 358, 383; rise 
in wages compared to other factors, 
359; revision of scales of pay, 361; 
Inchcape Committee's views, 362 ; effect 
of revisions, 362; inadequacy of wage 
statistics, 364, 364n; Hours of Employ- 
mont Regulations, 377; depression and 
stait costs, 382; Court of Enquiry, 382 
depression and railway staf, 382 
securit y of tenure, 381 ; allowances — 
perquisites, 356: policy of Government 
regarding labour, 386, 438; speed. 
ing up of payment of wages, $81; area 
and technical schools, 381 
Gazetted staff, 365; scales of pay, 365 ; 
Lee Commission's recommendations, 
366; Islington Commission's criteria of 
v. 366; high cost eriticized, 366 ; 
trenchment Sub-Committeec'’s wiows, 
367 ; Leo concessions extended to 
company-managed railways, 308; enso 
for draatic reduction, 368 ; leave reserve, 
368n; number on N.W., not justified, 
368; emergency deductions, 368, 3069n ; 
370: reduction ordered, 370: now 
scalos, 370; average cost, 384; avorage 
cost on State and company IMes, 385 
Upper subordinates, 371; number and 
cost, 371 ; increase on State and com- 
pany linos, 372; revision of scales of 
pay, 374: scales of pay in Railway 
Board's office, 374 
Lower subordinates and other nan- 
gazetted staf, 374; minimum wago, 
375; wage revision on E.I., 376; Hours 


, 414, 420; creation 


of, — duties of, 414 
Diatas} ——— ia ital ox 
nee pi : 

Station (see Capital diture) 
Statistics ~ wary, chan gos 142; 
commodity, 197; inadequacy of wage, 


364n 
Stores purchases, 423; policy of Govegn- 
ment, 424; volume and value, 425; 
on ————— and company- 
| pir e 
ic railways, losses transferred to 


State, 114 
Suburban services, electrification (see 


) 
Railway Authority, 439, 440; 












membership, 340 ; duties, 440; represon- 
tation of interests, 440; Federal 
criticism of, 


ovort- 


ment and, 441; 441; 









accountability, 443; Railway Board 
and, 444; other forms of transport, 
445; need for a National Transport 
Authority, 449 
Taussig, F. W., 38n 
Terminal charges pae Say rates) 
re-Bali Light Railwey, | 
Thaburdaa Erat coh aR l4n, 15 
Thos. Cook & Sons Ltd., 192 


Tirhoot Railway, 38, 109, 130 

Tirumalaivasal Port, 228, 228n 

Townshond, ©. A. H., 17n 

Trans-Indus Railway, 72n 

rtation Act, U.S.A.. 235 

Tuke, James, l4n, 15n 

Victoria Terminus, remodelling, 56, 59 

Visveswarayya, Sir M., 190n 

Wages, enhancements after the war, 26 

Watson-Smyth, R. M. 17n 

Wedgwood Committee, 92, 94n, 95, 222, 
245, 245n, 246, 246n, 249, 299, 306, 
311, 335n, 347, 354, 420, 452; on 
capital expenditure, 82, G4n, 95; on 
rate reduction, 222; on cost of opera- 
tion, 245; on divisional system, 282; 
on cost of accounts, 286; on diversity 
of schedules, 246; on depreciation, 
347, 354 | 

Workshops, modernization of, 58 


